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REVIEW 


With all its shortcomings, the competitive 
enterprise system has brought more 
blessings to the average man than any eco- 
nomic system the human race has yet devised. 
This statement by H. W. Prentis, Jr., in the 
feature abstract of this issue (Competitive 
Enterprise vs. Planned Economy) is well 
substantiated by the facts and figures he 
cites. The industrial machine which has 
sealed the doom of Nazism has enabled 
American workers to enjoy unparalleled 
social advances and a progressively rising 
standard of living. Thus, according to a 
survey made a few years ago, the average 
American works only 1.6 hours for food for 
which the British or French worker must 
put in 3.2 hours; the German, 3.9 hours; the 
Italian, 6.2 hours; and the Russian, 10 hours. 
Our labor force has more mechanical slaves 
at its disposal than the workers of any other 
civilized nation; specifically, American in- 
dustry in 1939 used 6.5 horsepower for each 
worker, compared with 2.1 horsepower in 
1899, 


Warning against planned economy (which 
he believes may appear “as a wolf in sheep’s 
clothing”), Mr. Prentis states that a com- 
promise course in respect to economic plan- 
ning is out of the question. “Competitive 
enterprise can be subjected to regulation— 
as it should be—and survive, but it cannot 
be combined with government control and 
still function as competitive enterprise.” 


MAYY a knotty sales problem has yielded 
to a formula for salesman-management 
cooperation devised by Austin Nichols & Co. 
As described in an article from Sales Man- 
agement abstracted in this issue, the plan 
revolves around periodical meetings between 
company sales heads and a group of salesmen 
elected by the sales force. At these sessions, 
important issues are thrashed out in an at- 
mosphere of mutual understanding and 
sympathy. More about the application and 
advantages of this sales management device 
on pages 192-194 (Salesman-Management 
Cooperation). 
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Competitive Enterprise 


[iver of us who have never 
been abroad do not realize how 
much we Americans owe to our 
competitive enterprise system. A year 
or so before the war broke out the 
National Association of Manufacturers 
sent an economist to Europe to find 
out how much the earnings of the 
average American factory worker 
would buy in comparison with the earn- 
ings of workers abroad. Certain articles 
were selected that are used by practi- 
cally all civilized peoples. In each 
country the economist visited, he 
showed the store clerks his American 
articles and asked for similar ones. If 
there were no goods of comparable 
quality available, as was frequently the 
case, he bought the nearest equivalent. 
He ascertained from the best available 
official sources the average wages paid 
factory workers. For his food com- 
parison, he used as his measuring stick 
a basket containing a selection of 24 
different foods in ordinary use. The 
average American family of two adults 
and three children uses four of these 
baskets, or the equivalent, every day. 
To earn these four baskets of food the 
investigator found that the average 
American worker had to work about 
1.6 hours; the British or French 
worker, 3.2 hours; the Belgian, 3.6 
hours; the German, 3.9 hours; the 
Italian, 6.2 hours; and the Russian, 10 
hours. 

The radio that an American factory 
worker could earn with 59 hours of 


vs. Planned Economy 


work cost the German 134 hours; the 
Swede, 262 hours; the Italian, 333 
hours. Thus it is not hard to see why 
there was one radio receiving set for 
every 2.3 persons in the United States 
against one to 5.2 persons in Great 
Britain ; one to 7.5 persons in Germany 
and one to 45.2 persons in Russia. 
While the United States had one auto- 
mobile in use for every four persons, 
the proportion was one to eight persons 
in France; one to 29 in Sweden; one 
to 252 in Russia; and one to 1,344 in 
Bulgaria. 

Under our competitive enterprise 
system in America, a provident worker 
does not have to spend every cent he 
earns to support his standard of living. 
This is evidenced by the amount of life 
insurance in force. In the United 
States, life insurance averaged $842 for 
every man, woman and child in the 
country at the time this survey was 
made. In England the average was 
$353 ; in Germany, $117; and in Italy, 
$36. Never has any country had so 
many mechanical slaves at its disposal. 
To be specific, American industry used 
2.1 horsepower in 1899 for each 
worker; in 1939, 6.5 horsepowet. 
Along with our industrial progress has 
come a remarkable expansion of gen- 
eral social welfare. Our hospitals, 
museums, libraries and schools are the 
envy of the civilized world. 

There is no need to cite further 
statistics. With all its shortcomings— 
and there are many, because it is oper- 
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ated by fallible human beings—com- 
petitive enterprise in America has 
undoubtedly brought more blessings to 
the average man than any economic 
system the human race has yet devised. 
The men of our farflung military forces 
are discovering that with their own 
eyes. Just a few weeks ago a young 
soldier friend of mine in France, who 
had probably never before been more 
than a hundred miles from his birth- 
place in Lancaster, Pennsylvania, wrote 
me that after seeing the way people 
lived in Europe he thanked God that 
he had a country like America to come 
home to. As a matter of fact, he never 
will come home because he lies tonight 
in some lonely grave on the German 
front. 

Thousands like him are pouring out 
their blood to prevent National Social- 
ism, Fascism and absolutism in any 
form from overrunning the earth and 
tyrannizing over the bodies, minds and 
souls of mankind. And yet even as 
they fight these evils, many misguided 
Americans here at home are advocating 
—paradoxically enough—the selfsame 
economic principles on which the gov- 
ernmental systems of our enemies are 
based. This seems incomprehensible 
until one discovers that today only three 
in 10 Americans understand the differ- 
ence between state socialism and our 
republican form of government, and 
that only one in four knows what the 
Bill of Rights is! 

National economic planning in time 
of war is comparatively simple because 
military requirements are relatively 
standardized and uniform. Despite 
that fact, we can see right now how 
enormously difficult it is even to plan 
intelligently for war production. Yet 
the problems of planning to meet the 
demands of a free economy in peace- 
time would be infinitely more compli- 
cated, since peacetime demands are sub- 
ject to consumer preference, personal 
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tastes, the whims of style, and the 
dynamics of advancing technology. 
They are literally unpredictable. There 
were 8,000 automobiles in America in 
1900. It took 80,000 barrels of gaso- 
line a year to operate them—enough to 
keep the cars that we had on the road 
in 1942 running an hour and a half. 
Can one imagine any government plan- 
ning board having the vision and tem- 
erity to do what the petroleum industry 
did at the risk of billions of dollars of 
private capital : namely, to provide suffi- 
cient gasoline for 36,000,000 cars in 
1942? 

As a matter of fact, there are not 
enough brains and vision in any group 
of men, in government or elsewhere, to 
plan and provide—from a central point 
—a progressively rising standard of 
living for a great nation like the United 
States. Just consider for a moment 
what a national planning board would 
be expected to do in times of peace. 
It would have to know what and how 
much of everything everybody would 
want, when they would buy, and the 
approximate prices they would be will- 
ing to pay for all sorts of goods and 
services. Without such information, 
the objectives of a planned economy 
could not be attained: namely, to keep 
everybody employed at satisfactory 
wages, and to eliminate waste by pro- 
ducing neither more nor less than is 
actually required. 

The planners themselves would have 
to be supermen—all-wise and utterly 
beneficent. The advocates of planned 
economy gloss over that fact. Even 
though the members of the planning 
board knew that a change in the com- 
plexion of Congress every two years 
would completely disrupt their long- 
range economic plans, they would, of 
course; never, never seek to maintain 
themselves in power by political alli- 
ances, or concessions to friendly pres- 
sure groups, or withdrawal of favors 
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from hostile critics, or use of public 
resources for propaganda purposes. 

The proponents of planned economy 
claim, of course, that the press would 
not be muzzled, even though the plan- 
ning board did control absolutely the 
production and allocation of paper and 
presses; that the producers of motion 
pictures would also feel free to oppose 
such portions of the national planning 
program as the motion picture industry 
might consider unwise, even though the 
producers’ film supplies were at the 
mercy of the board. As for radio 
stations—well, the limited licensing 
system already has them pretty well 
in hand. As for business men in 
general, what the fear of the tax col- 
lector, the factory inspector, the labor 
board investigator, the wage and hour 
auditor, the SEC inquisitor, the OPA 
checker, the Department of Justice file 
searcher, et al., have not already accom- 
plished in curtailing their willingness to 
speak out in opposition to unwise gov- 
ernmental policies, would be finally and 
completely achieved under the throt- 
tling power of an economic planning 
board. Ways and means of inducing 
teachers and preachers to fall in line or 
keep silent would not be lacking. 
Germany, Italy and Russia all devised 
effective methods of dealing with intel- 
lectual and spiritual recalcitrants in 
their government-planned economies 
long before the war broke out. The 
power of labor unions would simply 
evaporate. The Federalist Papers, 155 
years ago, summed. it all up in one terse 
sentence : ““Power over a man’s support 
is power over his will.” 

Gustav Cassel—the great Swedish 
economist—who died recently, said: 
“Planned economy will always tend to 
develop into dictatorship. ... Once 
authoritative control has been estab- 
lished, it will not always be possible to 
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limit it to the economic domain. . . , 
Without people ever realizing what is 
actually going on, such fundamental 
values as personal liberty, freedom of 
thought and speech, and independence 
of science are exposed to imminent 
danger.” 


From past experience a middle-of- 
the-road course in respect to planned 
economy is out of the question. Com- 
petitive enterprise can be subjected to 
regulation—as it should be—and sur- 
vive, but it cannot be combined with 
government control and still function 
as competitive enterprise. 


If we ever do lose our freedom in 
America, I predict that it will be due 
to planned economy coming as a wolf 
in sheep’s elothing. Sad to relate, we 
are far closer to this than most of us 


realize. The shape of things to come 


over here is often anticipated by what 
occurs in Great Britain. Every think- 
ing American should read the Buttish 
White Paper entitled Employment 
Policy, which was issued last year, and 
ponder the program there outlined with 
real concern. For only a short time ago 
—with little or no publicity in our 
newspapers in the United States—the 
policy advocated in that document was 
enacted into law by the British Parlia- 
ment under the frank title of “Planned 
Economy for Great Britain.” 


The first repercussion in Washing- 
ton apparently is the bill for a so-called 
National Job Budget which has the 
backing of radical farm and_ labor 


groups. This proposal would compel 
the Federal Government to guarantee 
a job to every ablebodied citizen at all 
times. Despite its protestations in 
favor of private enterprise, it would 
soon make planned economy and state 
socialism an accomplished fact. 


A man named Adolf Hitler - said 
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this eight or ten years ago about his 
planned economy: “We shall banish 
want ; we shall banish fear. The essence 
of National Socialism is human wel- 
fare... . National Socialism is the 
revolution of the common man. Rooted 
in a fuller life for every German from 
childhood to old age, National Social- 
ism means a new day of abundance at 
home and a better world order abroad.” 
I repeat: ‘Those were Adolf Hitler’s 
beguiling assurances to the German 


people. I am confident no thinking 
American would want to follow the 
economic principles of the Pied 
Piper of Berchtesgaden! Nevertheless, 
strangely similar utterances are now 
falling from the lips of highly placed 
crusaders for a planned economy in the 
United States. 

From an address by H. W. Prentis, 
Jr., at the 50th Anniversary Celebra- 
tion of the National Association - of 
Manufacturers, January 24, 1945. 


» 


Three Men to Rotate as Company President 


INNEAPOLIS Knitting Works has adopted a program of management 

rotation under which the president shall retain office for one year only and 
be succeeded by one of the two vice presidents. The plan was put into effect at a 
recent annual board meeting. 

The idea was an outgrowth of an organization plan under which activities 
were grouped in three divisions: finance and accounting control, production and 
purchasing, and distribution and sales, each under the management of a vice 
president. Under the rotation plan the president simultaneously heads one of the 
three operating divisions. When he finishes his one-year term, he continues with- 
out interruption his duties as vice president and active head of his own operating 
division. Each president thus accumulates capacity and stature because of his 
responsibilities and experience as an operating division head. 

Other advantages claimed for the plan include the elimination of the hazards 
of one-man domination, friendly cooperation among top executives, and easing 
of the president’s burdens. The plan also avoids stagnation in the office of presi- 
dent, thus keeping the business “alive and progressive.” It increases the number 
of competent executives who are experienced in the presidency, and provides a 
seasoned successor in’ the event of incapacity or death of an incumbent. It also 
makes for democracy in business, according to the company. 

—American Business 4/45 


Titans of. Industry 
M ORE than 90 leading national advertisers hit new sales peaks in 1944, topped 


by General Motors, the first company in this or any other country to have 
better than $4,000,000,000 in sales in a year, according to a tabulation in Advertising 


ge. 

Others in the billion-dollar class include United States Steel, which passed the 
$2,000,000,000 mark; Chrysler and Douglas Aircraft, beyond the $1,000,000,000 
mark; Curtiss-Wright, General Electric, A&P, Pennsylvania Railroad and Swift 


& Co.—all in the $1,000,000,000 to $2,000,000,000 group. 

Meanwhile, several others—among them Bendix Aviation, Consolidated-Vultee, 
Sears Roebuck, Western Electric and Westinghouse—may pass $1,000,000,000 in 
1945 if they can hold their 1944 rate of growth. 





e LAST YEAR more than $2,000,000,000 was paid to American workers in 
overtime premium pay, according to the administrator of the Fair Labor Standards 
Act. 

—Management Information 
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Office Management 


Where Office Costs Can Be Cut 


ROM 20 years of experience in 
ee management, the following 

suggestions are offered for saving 
money in offices and factories. They 
are as applicable in peacetime as they 
are now—possibly more so, for in the 
competitive postwar era we must keep 
costs down. 

One of the first things to investigate 
is the handling of customers’ orders. 
These are the most important papers 
that come into any business, and their 
prompt handling means a lot in good 
will. 

But these very papers are generally 
handled carelessly, cumbersomely and 
expensively. Seldom is any distinction 
made between different types of orders. 
An order for a large number of com- 
pleted items, requiring an extensive 
manufacturing procedure, certainly 
shoulda’t be handled in the same way 
as an order for a few repair parts. But 
almost always it is. 

Here’s the way to investigate order 
_ handling, and here are the weaknesses 
to look for: 

1, Find out what different types of 
orders are received. 

2. Find out the exact routine fol- 
lowed in handling each order. 

3. Find out how long it takes an 
order to be put into production, 

4. Watch out for delays in: (a) 
passing on credit; (b) order interpret- 
ing ; (c} pricing; (d) making up order 
registers or card files; and (e) typing, 
checking and duplicating. 

5. Watch out for unnecessary copies ; 
for duplicate files. Make sure every 
copy is actually needed and is being 
used. It is practically certain you'll 
save time and money by this investiga- 
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tion, for although customers’ orders are 
the very lifeblood of a business, they 
become just routine papers to the clerks 
who handle them day after day. 

Investigate every delay in clerical 
work. Particularly watch for delays in 
issuing invoices, passing invoices for 
payment, posting receipts and issues to 
stock ledgers, handling incoming mail, 
delivering mail from one department to 
another. 

Time after time, clerical tasks are 
allowed to get sadly behind because the 
clerk who does the work is away sick: 
or just absent. There’s only one pro- 
tection: For every clerk who handles 
work that is received regularly—work 
that would pile up if the clerk were ab- 
sent—be sure that a substitute clerk is 
trained and available. 

No office procedure is satisfactory 
that doesn’t embody specific forms and 
instructions for issuing change notices, 
and issuing them quickly. 

You may have a customer’s order in 
process. He may receive a cancellation 
notice and immediately pass it on to 


‘you. Unless you issue a change notice 


promptly to everyone concerned, you 
may waste a lot of money. 

If it’s a change you are making in one 
of your own purchase orders, be sure 
the form used is the same size and gen- 
eral design as a purchase order form; 
that the word change is very prominent, 
possibly printed in red ink; and that 
everyone who got a copy of the original 
order gets a copy of the change notice. 

If it’s a change in a manufacturing 
order, be sure you arrange to have it 
take precedence over any regular order. 
Be sure everyone concerned gets a copy. 
If necessary, send all changes by special 
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messenger, in prominently printed 
envelopes. 

Who handles returned goods in your 
company? Is it an incidental task as- 
signed to someone in addition to his 
regular duties? If so, you'll find that 
returned goods aren’t being handled 
promptly, carefully or considerately. 
You'll probably find them pushed to one 
side or stacked in a corner because no 
one has “got around” to handling them. 


There’s a lot of good will to be won 
or lost in prompt handling of returned 
goods, prompt replacement or issuance 
of credits. 


Do you have shipping labels to fur- 
nish your customers who write and ask 
for permission to retyrn? Do you 
furnish them with returned goods 
forms? Do you have a specific pro- 
cedure for opening and inspecting re- 
turned goods, issuing credits, issuing 
repair orders—in short, for doing a 
thorough returned goods job? It will 
be worth while to make the returned 
goods job an important job; to set it 
up completely, and to pay well for hav- 
ing it done. 

In offices and factories a lot of things 
are written, over and over, in iden- 
tically the same way. If you'll watch 
out for these things, and do as much 
Tepetitive writing as possible with ad- 
dressograph plates, stencils or hecto- 
graph machines, you'll save much time 
and money. 

Here are some of the places where 
you'll find opportunities to save on 
Tepetitive writing: time tickets, ship- 
ping tags, identification labels, shop 
orders, branch office addresses, move 
tickets in factories, material specifica- 
tions, mailing lists. 


When you find yourself or anyone 
else writing similar memoranda about 
similar situations, over and over, you'll 
probably find you can speed up the 
work, as well as save stenographic and 
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typing time, by one of three methods: 

1. Printed forms 

2. Form letters 

3. Form paragraphs. 

The way to find this out is to make 
an extra carbon copy of every letter 
or memorandum (except, of course, 
confidential letters) for one week. 
You'll find repetition—plenty of it. 
And almost without doubt, you'll find 
much unnecessary individual typing of 
repetitive information. 

If all the scrap in American factories 
were piled up in a heap, we’d have an- 
other “hump” for our Air Force to fly 
over. Everywhere men are struggling 
with ways to reduce scrap and the at- 
tendant waste of labor, material and 
money. One of the most effective ways 
is the scrap table. 

It operates this way: In each depart- 
ment of the factory, or in each distinct 
division of each department, an exhibit 
of the month’s scrap is kept on a table 
where everyone must pass it. As new 
scrap is created, a sample of it is added 
to the display. 

Each piece is explained by a card tell- 
ing why the piece was scrapped, how 
many pieces were scrapped, iow much 
the scrap cost. Over the table is a 
chart showing total value of scrap to 
date this month, as compared with last 
month. 

For each month that the percentage 
of scrap to total work produced shows 
a reduction, a silver star goes on the 
chart. For each month the percentage 
of scrap shows the largest reduction of 
any department in the factory, a gold 
star goes on the chart. Or you can de- 
vise your own method of announcing or 
rewarding good work. 

Don’t make the mistake of telling 
who was responsible for scrap. Scrap 
tables must always preserve anonymity 
to be effective. By G. L. Harris. 
American Business, April, 1945, p. 
14:4. 
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Saving the Typist’s Time 


olay eve can be saved in the typing of office memoranda when forms are properly 
designed and typists are correctly trained. From various applications of 
motion study to the design of forms. and to the utilization of typewriters, certain 
general principles relating to this type of work have been evolved: 

1. Design the form for the user and his equipment. One organization found 
that use of its inter-office letter form, on which the date appeared on the right and 
the standard items (names of persons sending and receiving communication, subject, 
etc.) on the left, involved extra hand settings of the carriage. Starting each line 
(including the date line) at the left-hand stop and eliminating all indentation 
saved time and improved the flow of inter-office memos. 

2. Provide spacing on the form to correspond to the typewriter. This is 
quite obvious but often neglected, particularly with the lines on forms that are to 
be reproduced with a photographic process intervening and with some reduction 
in size. 

3. Place as many items as possible against the left-hand stop to which carriage 
is returned when line is shifted, In typing a standard business letter, extra hand 
motions and manipulations of the carriage can be reduced to a minimum by 
bringing the date, salutation, closure and sender’s name to the left margin and 
by using no indentation. 

4. Eliminate all excess material from typing. Further economies in time can 
be realized by dispensing with punctuation within the date, at the end of each line 
of address, in the greeting, and in the closure. The initials of the dictator of the 
letter and two of the typists’ three initials can usually be left out. The initials of 
the dictator must appear only when the letter is signed by another person. It has 
been found that application of points 3 and 4 to the arrangement of standard 
business letters reduces typing time by 25 per cent. 

5. Provide as automatic and consistent a sequence of spaces on forms as 
possible. Scattering material haphazardly over a form that has to be filled in 
makes for slow typing. Such commonly used forms as employment application 
blanks are easier to fill in and read back later if the items are rearranged so that 
only the left-hand margin stop and one or two tabulating stops must be used. One 
office reports.a 40 per cent reduction in typing time resulting from adoption of 


this method. ; 
—Factory Management and Maintenance 7/44 


Saving File Space 


IDELITY Mutual Life Insurance Company has a temporary file in which 

all papers that may be of only passing value are filed. Material for this file 
is labeled, “Destroy if not called for by (date).” This plan prevents 
cluttering up the permanent files with much material of doubtful or only temporary 
value. Practically every employee’s desk and many files are packed with obsolete 
material which should have been kept «aly temporarily and then destroyed if not 
used. This plan will conserve time a.:d considerable space if applied throughout 


an office. : : 
—American Business 4/45 
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Forms Control 
J what is a forms control and 


standardization program? Fun- 

damentally, it is one designed to 
effect all possible economies in connec- 
tion with printing by (1) continually 
and substantially reducing the number 
of plant and office forms in use 
throughout a company, and (2) stand- 
ardizing and simplifying the size and 
design of all forms remaining in use. 

The forms control and standardiza- 
tion program at the Baton Rouge Re- 
finery of the Standard Oil Co. of New 
Jersey was designed to achieve maxi- 
mum efficiency in paperwork and, at 
the same time, to reduce printing costs. 
When the standardization program was 
instituted in October, 1944, there were 
2,250 forms in existence. By the end 
of 1944, 712 forms were added (prin- 
cipally because of unprecedented war 
requirements), while 1,070 forms were 
eliminated through — standardization. 
And this was accomplished while the 
local plant was expanding by leaps and 
bounds, not only increasing to twice its 
former size but multiplying its activi- 
ties many fold. 

Correct forms control and standardi- 
zation is really a problem of two parts: 
physical standardization and functional 
standardization. 

Intelligent physical standardization 
results in savings of paper, ink, com- 
position and printing costs by achieving 
maximum efficiency in the printing 
process. This is accomplished by the 
wise application of physical designing 
methods, combined with controlled 
requisitioning procedures. 

The economies realized through 
scientific functional forms standardiza- 
tion are of even greater magnitude, 
however. The objective of functional 
standardization is to employ a design- 
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Program Pays 


ing technique which will endow a form 
with optimum utility rather than merely 
aim at typographic beauty or conformity 
with standard sizes. 

It is well to remember in this connec- 
tion that a form which may cost from 
one to five cents to print usually creates 
a “processing” or clerical expense of 
15 cents to one dollar. This fact em- 
phasizes the desirability of designing 
forms in such a manner as to endow 
them with as much utility and efficiency 
as possible, so that they may be speedily 
completed, intelligently interpreted, 
and readily filed. 

The first step toward proper design 
is to analyze the function of the form. 
I°xperience has disclosed that a num- 
ber of basic functions are being ac- 
complished by forms at Baton Rouge 
Refinery. Whenever a form is used, 
it is expected to do one of the follow- 
ing things: (1) adjust, (2) apply, 
(3) assign or specify, (4) authorize, 
(5) bill or claim, (6) classify or rate, 
(7) contract, (8) direct or instruct, 
(9) follow up, (10) identify, (11) 
order or procure, (12) receive or re- 
ceipt, (13) record or tabulate, (14) re- 
port or notify, (15) requisition or re- 
quest, (16) route or transmit, (17) 
schedule, and (18) ship. 

Which of the foregoing aims is the 
proposed form expected to accomplish ? 
When this has been determined, a 
cross-indexed file is consulted to deter- 
mine whether an existing form will 
serve the purpose. Otherwise, a some- 
what similar form currently in use may 
be revised to answer the needs of the 
proposed form. If neither of these al- 
ternatives is feasible, a new form is 
designed. 

The results of intelligent standardi- 
zation of forms are illustrated by a 
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comparison of the company’s non- 
standard invoice and the revised form. 
When the non-standard form was 
conceived, mechanical and personnel 
requirements for its manufacture and 
use were overlooked. Printing the 
form involved three operations, two 
pén-ruling and one letter-press.- Its 
original size of 11” by 55@” could not 
be cut economically from standard 
stock sizes. Further, efficient manipu- 
lation of the typewriter was impossible 
when preparing this form. The un- 
even alignment of vertical rules and 
printed data necessitated 15 starting 
positions. Little use was made of 
tabular keys, and almost all space ad- 
justments were made by the carriage 
release, space bar and back spacer. To 
enter the necessary data, 680 type- 
writer strokes were required. 

The improved form was produced 
according to physical and functional 
standards. Its manufacture requires 
only one offset printing. The size is 
836” by 10%”. Scientific designing 
makes it possible to speed the typing, 
mailing and filing operations by more 
than 50 per cent. Actually, it is simi- 
lar to the non-standard form, but the 
printed data is aligned vertically. In- 
stead of 15 starting positions, there are 
only five, so that the typist sets her 
tabular keys and eliminates all waste 
motion with carriage release, space bar 
and back spacer. The required data 
can be typed with 375 strokes instead 
of 680. 

Extra typing motions are also ob- 
viated by such devices as indicating 
the shipping point with a one-digit 
numeral instead of spelling out the 
name of the location. Mode of ship- 
ment may be shown by an “X” in the 
proper box. The form is designed for 
mailing in window envelopes. 

Further, a snap-out form was sub- 
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stituted for the former flat form, and 
the unproductive operations of stuffing 
carbon, jogging, inserting, realigning, 
adjusting, and removing carbons have 
been eliminated. Thus hands employed 
to type are kept busy at tasks they are 
supposed to do, instead of performing 
mechanical operations which can be 
done much more economically by a 
printer. 

The equipment used by the printing 
standards division consists of a manual 
outlining the latest form-designing pro- 
cedures; a numerical file in which each 
form with its complete history is filed 
individually ; a functional file in which 
forms serving a similar purpose are 
filed collectively; a change-of-number 
file, which cross-indexes non-standard 
and standardized forms; various kinds 
of graph paper; drawing boards; let- 
tering devices; standard drawing 
tools; an opaquing table; and a Vari- 
typer composing machine which per- 
mits the use of a variety of type faces. 

In addition to its standardization ac- 
tivity, the division devotes about one- 
quarter of its time to other related 
work. Special surveys are made, mat- 
uals and reports are published, orgami- 
zation charts are constructed, flow and 
block plans are laid out, and graphic 
charts are drafted. 

Form design has risen above the old 
order of grabbing a piece of paper, a 
pencil, perhaps a ruler, and creating 
a “new” form, disregarding other de 
partments or personnel involved. 

Progressive companies recognize that 
forms cannot be scientifically designed 
by unskilled personnel. Thé properly 
trained forms analyst has a triple te 
sponsibility : (1) to provide an efficient 
tool for the user of the form; (2) 
protect the interests of the receiver of 
the form; and (3) to be mindful d 
the limitations as well as the potemt 
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tialities of modern printing. With the 
cooperation of the originator, receiver 
and printer of the form, the forms an- 
alyst is in the best position to increase 


Personnel 


Interviewing 
Oy THE hundreds of thousands 


of new employees hired in the 

United States each year, only a 
small percentage are actually selected 
by personnel departments. Most em- 
ployees are selected by superintendents, 
office managers, small business man- 
agers, general foremen, overseers, 
agency managers, etc. In some cases 
personnel departments are available to 
weed out undesirable candidates, but 
the wiser of these always permit depart- 
ment heads to make the final selection. 
With this in mind, the following 
pointers have been evolved for the 
employers of the majority: 

It is important to make adequate 
pre-interviewing arrangements. There 
should be a pleasant place in which 
applicants may wait—if not a “waiting 
room,” at least a spot out of the way 
of busy people. Provide comfortable 
chairs, some current reading matter 
and, if possible, a mirror (most appli- 
cants, male or female, appreciate an 
opportunity to look themselves over 
before approaching a potential em- 
ployer). Exhibits of your company’s 
product, or illustrations of your manu- 
facturing processes, will be welcome 
additions. A courteous, interested and 
intelligent attendant, who greets the 
applicant upon his arrival and arranges 
a definite appointment, is a further 
asset. If the applicant comes by 
appointment, he should be seen just as 
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paperwork efficiency and simultane- 
ously to decrease printing expenses. By 
NaveEN O. Couvitton. Office Equip- 
ment Digest, April, 1945, p. 37:5. 


Techniques 


soon as he has had a few minutes to 
gain his composure. 


Where there is a personnel depart- 
ment, each applicant should be given a 
screening interview before he is allowed 
to fill out an application blank. A rep- 
resentative of the personnel department 
should tell him what openings are 
available and should answer any ques- 
tions he raises. Selection tests should 
be administered and the application 
blank completed before the main inter- 
view. Where no personnel department 
exists, it is still advisable to have the 
waiting room attendants give each 
applicant a cursory screening inter- 
view. They should be definitely in- 
structed in what to ask and how to 
conduct such an interview. They should 
also have each likely candidate fill out 
an application blank prior to your inter- 
view, for this will eliminate some un- 
desirables and save your time. When 
completed, the application blank should 
be brought to you before you call in 
the applicant, so that you may have an 
opportunity to prepare properly for the 
meeting. 

The interview procedure itself con- 
sists of six major parts: Preparation, 
Introduction, Questioning the Appli- 
cant, Stating the Facts, Conclusion, and 
Follow-up. 


I. Preparation. Without prepara- 
tion an interview is bound to be hap- 
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hazard. Here are some rules to 


observe: 


(1) List the qualifications and maxi- 
mum salary for the job, as follows: 
(a) experience, specific and related, 
plus training; (b) physical require- 
ments: right- or left-handed, eyesight, 
color determinations, dexterity, stature, 
health, special skills, appearance, voice 
and speech; (c) mental: formal edu- 
cation, number facility, memory, visu- 
alizing ability, reasoning, other mental 
abilities, vocabulary, special training ; 
(d) emotional: fears, stability, socia- 
bility, depressions, neurotic tendencies, 
attitudes; (e) allowable salary range. 

(2) Study the application and: (a) 
select a subject of common interest on 
which you can begin your interview ; 
(b) make a list of subjects on which 
you want to question the applicant. 
Leave room so that you can make notes 
on the applicant’s answers. 


(3) Make adequate arrangements 
for recording the interview. Unless 
each interview is properly recorded, 
one cannot expect to remember all the 
facts when a decision must be made. 
Furthermore, careful recording of each 
interview facilitates thoroughness in 
interviewing. The following are sne- 
cific items that should be recorded dur- 
ing each interview: (a) answers to 
the questions you listed to ask the appli- 
cant; (b) all additional pertinent infor- 
mation the applicant discloses during 
the interview; (c) your rating of the 
applicant’s experience, intelligence, 
emotional characteristics, and appear- 
ance; (d) your appraisal of the appli- 
cant’s strong and weak points. 

(4) Make the following arrange- 
ments for conducting the interview: 
(a) use a private room; (b) keep 
telephone and other interruptions at a 
minimum; and (c) allow ample time 
for the interview. 
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(5) Be sure your own attitude js 
conducive to a good interview. If you 
are emotionally upset, prejudiced, or in 
a hurry, postpone the meeting. 


II. Introduction. Whether or not 
the applicant gets off to a good start in 
the interview is largely dependent upon 
the interviewer. The followigg rules 
should be adhered to: (a) Don’t keep 
the applicant waiting an unreasonable 
length of time. (b) Give each a sin- 
cere, friendly greeting upon receiving 
him. (c) Put each applicant at ease; 
show him where to hang his hat and 
coat; offer him a chair; let him get his 
breath and become oriented. (d) Estab- 
lish a pleasant relationship by talking 
abdut the item of mutual interest you 
spotted on his application blank. (e) 
Briefly outline what you are looking 
for, as previously listed under qualifi- 
cations. 


III. Questioning the Applicant. 


~ Get the applicant to talk rather than 


merely to answer questions. You must 
let the applicant tell his story, and in- 
terrupt only when it is necessary to help 
him stick to the relevant phases of his 
past. Your questions must be objective 
in nature and phrased in such a way 
as to enable the applicant to compre- 
hend clearly just what you desire to 
know—without having the desired an- 
swers put in his mouth. Your ques 
tions should cover the following general 
subjects: (a) the applicant’s experi- 
ence; (b) his ‘physical fitness for the 
job; (c) his education and training; 
(d) his emotional stability and ability 
to fit in with the group with which he 
will work. 


IV. Stating the Facts. We must re 
member to give the applicant all infor- 
mation possible before he leaves. The 
following procedure will help in this 
connection: (a) Answer all questions 
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in an honest, thorough and straightfor- 
ward manner. Don’t evade any issues, 
promise anything you can’t fulfil, or 
make statements which can be misin- 
terpreted. (b) Explain in detail the 
duties of the job, its remuneration, its 
requirements and possible opportuni- 
ties. Be absolutely honest. (c) Show 
the applicant the job and his future 
associates, if feasible. Point out un- 
favorable conditions as well as favor- 
able ones. (d) Keep on the subject 
and never wax autobiographical. 


Each interview 
must be brought to a close in such a 
way as to impress the applicant with 
your sincerity. The following specific 
points should be covered: (a) Briefly 
summarize your conversation. (b) Ask 
the candidate whether he has any fur- 
ther questions—if so, answer them. 
(c) Promise to give him your decision 
at a definite time. (Keep this promise 
even though someone else is accepted. ) 
(d) Ask where the best place is to con- 
tact him and write it down. (e) Bid 
him a friendly good-bye. 


V. Conclusion. 


VI. Follow-up. The following pro- 
cedure is customary: (a) Check the 
references of all applicants. (b) Weigh 


the merits of the candidates and make 
your decision. (c) Notify all appli- 
cants of your decision. (d) Prepare 
for the induction of the new employee. 

Following is a check list of “don’ts” 
for interviewers: (1) Don’t start if 
you haven’t time to do a thorough job. 
(2) Don’t start if your attitude is bad 
or you are emotionally upset. (3) Don’t 
keep an applicant waiting more than a 
few seconds. (4) Don’t stress the 
applicant’s deficiencies or handicaps. 
(5) Don’t ask questions which suggest 
desired answers. (6) Don’t be intol- 
erant. (7) Don’t be aggressive. (8) 
Don’t be argumentative. (9) Don’t 
show your emotions. (10) Don’t criti- 
cize or reprimand an applicant. (11) 
Don’t be unreasonable in your demands 
of him. (12) Don’t take yourself too 
seriously. (13) Don’t be dishonest in 
any way. (14) Don’t forget to smile. 
(15) Don’t fail to get all the informa- 
tion you will need from the applicant. 
(16) Don’t waste the applicant’s time 
once you decide he will not do. (17), 
Treat the applicant as you yourself 
would like to be treated. 


From an address by Guy B. Arthur, 
Jr., at the 1944 conference of the Na- 
tional Office Management Association. 


Extent of Collective Bargaining and Union Status 


LTOGETHER, 14% million workers, or about 47 per. cent of all wage 
earners, were employed under the terms of union agreements at the 


beginning of 1945. 


Agreement coverage included approximately 65 per cent of 


the manufacturing and 33 per cent of the non-manufacturing wage earners. 
About 6% million workers were covered by closed- or union-shop agreements, 
and approximately 334 million by agreements requiring maintenance of member- 
ship; the remainder had no union membership requirements as a condition of 


employment. 


Almost 6 million workers were covered by: some form of checkoff. 


—Monthly Labor Review 4/45 





e IN 1944 nearly 300,000 handicapped men and women were employed in the 
United States. This is nearly 50 per cent more than were employed in 1943. 
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Providing Services to Keep People on the Job 


ORKERS in industry today 

are faced with wartime diffi- 

culties in housing, rationing 
and transportation. At the Allis- 
Chalmers West Allis Works, an at- 
tempt has been made to solve some of 
these problems by devoting the efforts 
of an entire department of the indus- 
trial relations division to employee 
service. This is a staff organization 
designed to cooperate with the shop 
and office management. 

With the prime purpose of keeping 
the worker reasonably happy and on 
the job, the department is available 
when called upon to assist the worker 
with such problems as finding a place 
to live, transportation to and from his 
job, rationing and tax problems. 
Counseling service is provided for per- 
sonal and “on the job” troubles for 
employees, who are usually referred to 
employee service by their supervisors. 

Another important element of the 
division’s work is the provision of a 
broad recreational program. An ex- 
tensive technical library is available to 
serious-minded employees, with techni- 
cal literature research assistance for 
those who cannot find what they are 
looking for. 

In addition, numerous services are 
rendered employees entering military 
service ; an industrial blood donor pro- 
gram is carried out; jury duty defer- 
ments, house building, and new car 
priorities are taken care of. 

In offering “employee service,” the 
company is not engaged in welfare work 
or charity; any appearance of pater- 
nalism is sedulously avoided. It is con- 
cerned with relieving certain wartime 
stresses so as to keep employees on the 
job, and with developing better co- 
operation. Also, much of the depart- 
ment’s program is designed to detect 
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and eliminate potential sources of fric- 
tion and annoyance. By drawing out 
puzzled or unhappy employees, and by 
following up the reports of exit inter. 
views, conditions have been uncovered 
which management has recognized as 
unwholesome and which it has striven 
to correct. Employee dissatisfactions 
have been rectified before they became 
deep-seated grievances. 


The company knows that by helping 
employees it gains also, and it is the 
privilege of any employee to discuss 
his problems confidentially with a 
representative of employee service. If 
his complaint is a fair one, he is en- 
titled to proper adjustment; if it is ill 
founded, he is entitled to an explanation 
of the circumstances. Acting in a staff 
capacity, the department serves as a 
channel of communication and under- 
standing between employees isd man- 
agement. 


For employees on military leave, help 
of many kinds is available from this 
department. Mailing lists are kept up 
for some 85,750 employees in the serv- 
ices. Thousands of letters are written 
by members of the employee service de- 
partment, or are promoted by its mem- 
bers in the serviceman’s old depart- 
ment. During the past two years 
hundreds of bonus checks and thousands 
of Christmas checks were sent to men 
in the armed forces. Discharged vet- 
erans have told the employment office 
that an important reason for their re 
turn to their old jobs was the company’s 
contact with them while they were in 
service. 


Statistics for the 1944 activities of 
the employee service department speak 
for themselves: 


In recreational activities, more than 
2,500 men _ participated* in bowling 
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leagues; 800 engaged in intramural 
softball ; 300 played golf; 275 partici- 
pated in touch football; and 550 in 
basketball. Other activities for men 
included tennis, archery, boxing, dart- 
ball, horseback riding, swimming, trap- 
shooting, badminton, aviation, and a 
men’s chorus. Clubhouse recreational 
parties were sponsored for both shop 
and office girls. 

More than 5,000 Allis-Chalmers 
families in the area received housing 
aid. Meals served at the clubhouse 
totaled 420,000, and 5,500 technical 
books and magazines circulated through 
the technical library. 

Approximately 3,000 car pools were 
established in a plantwide organization, 
and, as a result of this group riding 
activity, supplementary gasoline rations 
were reduced from 4,000 to 2,600 by 
the end of 1944. Each of these ration 
books required at least five handlings. 

Other rationing activities included 
obtaining priorities for tools, issuing 


safety shoe stamps, fuel rations, and 
home remodeling permits. 

The blood donor activity was under 
the direction of this department, and 
6,985 pints of blood were contributed 
by employees during 1944, with many 
employees having given eight and more 
times. 


Through the counseling service, 
hundreds of aliens were helped with 
problems such as the obtaining of birth 
certificates ; other employees were aided 
on insurance and allied matters; and 
scores of interviews were given on per- 
sonal subjects. 


While the employee service depart- 
ment was created out of wartime neces- 
sity, it will remain a permanent source 
of improved employer-employee rela- 
tions. Although some wartime serv- 
ices may be discontinued, such func- 
tions as obtaining proper housing 
facilities and employee counseling will 
goon. By Dan S. MortTenseEN. Factory 
Management and Maintenance, April, 
1945, p. 94:3. 


Trend of Child Labor: 1940-44 
# Spe years from 1940 to 1944 have radically changed the picture of child labor 


and youth employment in the United States. 


Employment and age certi- 


years 
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ficate records as reported to the Children’s Bureau of the U. S. Department of 
Labor, which show the trend from year to year rather than a cross-section of 
the actual number of young persons employed at any given moment, indicate that 
more than seven times as many boys and girls 14 through 17 years of age 
entered the labor market in 1943 as in 1940 and went into work generally subject 
to federal or state child-labor regulation. In states and cities reporting for each 
of these years, the number of minors 14 through 17 years of age obtaining 
certificates for full-time or part-time work increased from roughly 175,000 in 
1940 to more than 1,320,000 in 1943. Preliminary data for 1944 indicate that in 
general the high level of 1943 is being maintained. 

—Monthly Labor Review 4/45 
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Germ-Killing Lamps Cut Absenteeism 


AS one step in making the workrooms and offices of Moyer Manufacturing 
Company, Youngstown, Ohio, pleasant and healthful, ultra-violet germ- 
killing lamps have been installed. These lamps combat airborne infection and 
are the equivalent of approximately 100 complete changes of air per hour. 
Similar installations of lamps in hospitals have helped cut down colds and flu. 
They prove effective in reducing absenteeism. 
—Factory M 


Review 





9 t and Maint e 4/45 


May, 1945 





Recreation for Workers in Small Plants 


small plants is fully as important 

as it is for employees in larger 
plants. Proof of this is the fact that 
today fully 50 per cent of all industrial 
workers are employed in plants with 
fewer than 500 employees. 

The problem of organizing recreation 
programs for small plants is wholly 
different and more complex than it is 
for large plants. Although employees 
in smaller plants enjoy the same forms 
of recreation as are organized in larger 
plants, there are usually not enough 
employees interested in certain activi- 
ties to justify organizing those activi- 
ties on an individual plant basis. Fur- 


BR coal pian for employees in 


ther, the cost of organizing recreation 


along the lines which have been success- 
fully developed for large plants would 
undoubtedly be prohibitive and would 
involve some unnecessary expendi- 
tures. 

It is important therefore that a care- 
ful study be made of local neighborhood 
and community opportunities for rec- 
reation already available to workers. 
It must be remembered that workers 
generally are members of a church, of 
a fraternal order, or of a union, and 
above all that most of them are mem- 
bers of a family and will want to have 
much of their recreation with their 
family, with other members of their 
church, their club, their fraternal order, 
their union. The small plant program 
should supplement community oppor- 
tunities and not compete with them. 

There are some activities in which 
employees like to participate with fel- 
low employees in the small plant, such 
as bowling, picnics, and plant competi- 
tive sports. It would be difficult, and 
probably impossible, in most small 
plants to develop an intramural pro- 
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gram in those competitive activities in 
which more than a few individuals are 
required in each competitive unit, such 
as would be the case with baseball and 
softball. In other competitive sports, 
such as golf and bowling, intramural 
competion could be developed more 
easily. ; 

Small plants could well develop at 
least one choral group, glee club, or- 
chestra, dramatic organization, and 
numerous informal and social activities 
such as picnics, horseshoe pitching, 
parties, dances, stags, and such noon- 
hour activities as chess, checker and 
horseshoe games and dancing. Art, 
craft and hobby groups are also possible 
in a small plant where there is effective 
volunteer leadership available to stimu- 
late and guide such groups. 

The first step which management 
should take when considering the ree- 
reational needs of its workers is to 
study carefully what the community 
has to offer in the way of facilities and 
established programs. In some com- 
munities existing public and private 
recreation services can meet many of 
the needs, at least in the way of facili- 
ties and leadership. Where local serv- 
ices do not exist or are inadequate, 
representatives of small plants might 
well consider whether their first move 
should not be to assist in community 
efforts to create community-wide or- 
ganizations which would serve their 
employees as well as others in the com- 
munity, or to expand existing services 
where necessary. These agencies could 
then supplement their community pro 
grams with service to industrial plants, 
and through the total services available 
provide a well-rounded program for all. 
This pooling of support of local pro 
grams would probably cost manage 
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ment less in the long run than it would 
for each small plant to attempt to pro- 
vide a complete service for itself. 

Where this approach is not possible 
or desirable, management should con- 
sider the advisability of organizing a 
community-wide industrial association 
in which all plants, or at least small 
plants, could cooperate to provide rec- 
reation programs for their workers. 
This community-wide agency could 
provide leadership and stimulation for 
intraplant activities as well as a broad 
range of interplant programs. 

Where community interest is lack- 
ing, or where other small plants decline 
to join in a cooperative program, there 
are a number of things which a plant 
can do for itself. The first step is to 
determine just what the recreational 
interests of the employees are, usually 
by means of an interest-finding ques- 
tionnaire. 

Experience has shown that a short 
form of questionnaire is much more 
effective than one which tries to cover 
too many activities or too wide a range 
of interests. Before the questionnaire 
is distributed, its purpose should be 
explained to departmental foremen or 
supervisors in order to enlist their co- 
operation. The best response will be 
secured by having it distributed by the 
foremen, timekeepers or in some simi- 
lar manner. It is desirable to have 
employees fill out the questionnaires at 
the plant during lunch or rest periods. 
If they are taken home, relatively few 
will be returned. 

It is inadvisable to start a new pro- 
gram with a large number of activities. 
Greater success will be attained by be- 
ginning with a few activities and 
enlarging the program as rapidly as 
new ones can be absorbed: 

The difference between men and 
women in physical ability and recrea- 
tion tastes makes it necessary to de- 
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velop special activities for the women. 
Most women are not interested particu- 
larly in strictly competitive physical 
activities. However, they do like to 
play tennis, badminton or golf, skate, 
join a rifle team, ride horseback, sing 
in a choral group, participate in dra- 
matics, or play in a musical organiza- 
tion. Off-shift workers should be con- 
sidered too, and every effort should be 
made to have community facilities 
available at odd hours for them where 
this can be done under proper super- 
vision and control. 

Plants should not construct physical 
facilities for recreation prior to develop- 
ment of the activities themselves. It 
is only as the active interest of em- 
ployees is expressed in participation, 
and when community facilities are not 
available, that construction of special 
recreational facilities is justified, 

Usually the simplest and most effec- 
tive form of organization is a general 
council on which are represented the 
chairmen of individual committees, who 
are responsible for the conduct of dif- 
ferent activities, as well as representa- 
tives of management and labor. This 
council can elect its own officers. The 
treasurer is bonded and usually is 
selected from the plant auditor’s office. 

This over-all board would be re- 
sponsible for stimulating activities, for 
establishing policies, and for the sched- 
uling of all events in order to eliminate 
conflicts in dates. On the financial 
side, the council would be responsible 
for preparing a tentative budget cover- 
ing all recreation activities for the fiscal 
year, and it would present requests for 
necessary appropriations to manage- 
ment. 

Another form of organization used 
in some plants is the club plan. Those 
interested in a particular activity form 
a club for development of that activity, 
with its own officers. The president of 
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each of these clubs then becomes a 
member of a plant-wide recreational 
council. 

Many plants have hesitated to de- 
velop recreation program for fear that 
the cost would be excessive. It is true 
that costs are apt to run higher in small 
plants than in larger ones, particularly 
where small plants attempt to adopt 
wholesale the organization methods of 
larger plants. However, in a small 
plant it is not always necessary to 
employ a full-time recreation director, 
nor is it essential usually to construct 
or operate major recreation areas or 
buildings. Community facilities, such 
as recreation centers and school centers, 
are often available at no cost or at a 
very small fee. Outdoor areas can 


often be secured without cost. Where 
emphasis is not placed on interplant 
competition, the cost of athletic equip- 
ment can be kept comparatively low, 
Aside from auy amount paid for execu- 
tive leadership, $3.00 or less per em- 
ployee should provide an adequate 
budget. 

The program is usually financed by 
a contribution from management, ad- 
mission fees, receipts from vending 
machines, and a small annual employee 
membership fee. Many activities, such 
as dances and parties, usually pay for 
themselves; and golfers meet a large 
part of their own expense through 
green | fees, bowlers through alley fees. 
By C\ E. Brewer. Recreation, June, 
1945. ) 


Solving Racial Problems in Your Plant 


OMPLIANCE with government 
& fair employment practice orders 

may become any company’s 
major labor relations problem. It’s a 
hot potato that obviously can’t be 
dropped while manpower shortages 
continue. Present signs, moreover, 
point to continuation of wartime ex- 
periments in employing Negroes as 4 
permanent national policy. 

On March 12, Governor Dewey 
signed the New York State Fair Em- 
ployment Practice Act, the first anti- 
bias bill to be passed by any state legis- 
lature. This law provides a $500 fine 
or a year in jail, or both, for employers 
or unions that discriminate against 
members of minority racial or religious 
groups. Similar legislation is pending 
in at least 10 other states. According 
to authoritative Washington sources, 
the federal Fair Employment Practice 
Committee will be made permanent this 
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year, 
form. 

In regard to industrial employment 
of Negroes, two significant facts stand 
out: 

First, Negroes—properly selected, 
properly placed, and given a chance to 
develop proper work habits—are fully 
as efficient as white employees. 

For example, one company operating 
several plants in a state bordering the 
Mason-Dixon line, reports higher pro- 
duction rates from its all-Negro plant 
than from corresponding units manned 
by white personnel. There is less 
absenteeism too. This despite the fact 
that often Negro labor is nominally 
“poor quality,” straight from the corn- 
field. 

The secret was in common-sense ini- 
tial planning by management. ‘The 
Negro high-school principal, whom the 
company took into its confidence, saw 


although perhaps in modified 
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the new plant as a challenge. He ad- 
vised the Negro community: “Here 
are the good working conditions you’ve 
been crying for. Now see what you 
can make of them.” : 

The second fact learned from war- 
time experience is that Negroes and 
whites will work together, side by side 
on.the same job, provided management 
points the way. 

An outstanding example of a success- 
ful racial relations policy in action is 
that of The National Smelting Com- 
pany, Cleveland. The outbreak of the 
war brought this company face to face 
with a pressing labor perplexity. Avail- 
able workers were not interested in the 
heavy, hot work of a smelting plant. 
And large production demands meant 
that new employees had to be fitted into 
jobs throughout the plant without dis- 
tributing existing relationships. It was 
apparent that Negro men and women 
with limited industrial experience 
would be a primary source of new labor 
and would have to be integrated into 
the existing force as quickly as possible. 

It was felt that progress, to be per- 
manent, must be achieved through 
understanding and conviction, not 
force. Accordingly, the primary ap- 
proach to solution of the problem has 
been through education. To overcome 
resistance of white workers, the com- 


pany holds numerous small group meet- | 


ings in which management explains 
far-reaching implications to democracy 
of limiting economic opportunities for 
members of minority groups. Frequent 
lectures by authorities in the field of 
racial relations complement the meet- 
ings. Speakers before plant audiences 
have included: Edwin Embree, an- 
thropologist and president of the Jubius 
Rosenwald Fund; Cleveland’s former 
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Mayor, Frank J. Lausche (now Govy- 
ernor) ; Henry A. Wallace; and others. 
Meetings are supplemented by the dis- 
tribution of carefully selected literature 
to all workers. These include reprints 
of articles by Wendell Willkie, Public 
Affairs pamphlets on racial relations, 
and leaflets prepared by the plant’s own 
labor-management committee. 

The plant physician, a Negro, hires 
only those who pass rigid tests. To 
Negro workers his presence in this 
important post proves management's 
sincerity, relieves their doubt and mis- 
trust of white people generally, and 
makes them better workers. 

Employment of Negroes in executive 
and white-collar jobs refutes white 
workers’ prejudice that Negroes are fit 
only for- menial positions, and makes it 
easier for management to base down- 
the-line promotions on merit, willing- 
ness and efficiency rather than race. 


Further, a sound wage incentive plan 
has allayed suspicions of Negro 
workers that their efficiency will go 
unrewarded. 

A valuable aid to management has 
been the union, C.I.O.’s United Mine, 


Mill and Smelter Workers. Labor- 
management “Production for Victory” 
committees function vigorously in im- 
plementing all phases of the program. 
Membership of the committee is 
roughly half Negro and half white. 

These techniques for integrating the 
white and Negro labor force can be 
extended to recreation plans. Inter- 
company athletics are a good medium 
for eradicating mutual suspicions of 
both races. Detroit experience last 
year showed that Negroes and whites 
who know each other outside of work 
are least apt to break into racial conflict. 
Modern Industry, April 15, 1945, p. 
78 :3. 





Governmental Policies and Personnel Management 


N attempting to determine the im- 
I pact of governmental policies upon 

personnel relations, we must recog- 
nize that there is not just one policy, 
but many. A comprehensive national 
labor policy simply does not exist at the 
present time; further, the various pre- 
vailing policies often seem to work at 
cross-purposes. As a result, industry’s 
personnel policies are equally vacillat- 
ing. In fact, the concepts of personnel 
relations are influenced more at present 
by governmental decisions than by 
basic principles. 

Those who are most closely asso- 
ciated with industry and who are fa- 
miliar with present conditions will 
usually admit that a deterioration of 
personnel relations has taken place as 
a result of a combination of economic 
and social disruptions attributable to 
the war and to governmental policies 
developed as a result thereof. An ex- 
amination of some of the causes of this 
deterioration may assist us in develop- 
ing over-all personnel policies for the 
postwar period, when our relations will 
undoubtedly undergo a period of strain 
unequaled in past experience. 

Before passage of the National Labor 
Relations Act, the objectives of person- 
nel relations were: (1) recognition of 
individual differences; (2) equality of 
opportunity ; (3) reward according to 
worth; (4) encouragement and de- 
velopment of democratic methods; (5) 
a friendly personal relationship. After 
passage of the Act, the attainable ob- 
jectives of personnel relations have 
necessarily become: (1) absolutely 
uniform wages within job classifica- 
tions ; (2) adequate and enforcible rules 
governing all aspects of the employer- 
employee relationship; (3) prevention 
of the promotion of undesirable 

,workers; (4) observance of all gov- 
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ernment regulations; (5) dealings 
only with certified representatives of 
workers. 

The policies of the Act, and the re. 
sulting rise of unionism, have caused 
a diversion of personnel relations ef- 
forts from the individual to the group. 
As unions gained in control, it became 
increasingly difficult to select men on 
the basis of their capabilities for jobs 
other than the very lowest, to promote 
workers for reasons other than seni- 
ority, to grant merit increases, or to 
deal with workers on a personal basis. 

The Fair Labor Standards Act has 
affected personnel relations primarily 
by splitting office workers into classes, 
The time-clock approach to office work 
is particularly fatal to the individualized 
consideration office workers had en- 
joyed with respect to occasional late- 
ness, flexible lunch hours, time off, 
sickness pay, etc. While rating sys- 
tems, promotion by merit, selection 
by ability, and transfer to acquire new 
skills are still possible under the law, 
the opening wedge of unionization of 
office employees has been inserted. 

It is too soon for us to appraise cor- 
rectly the long-term results of some of 
the policies developed by the National 
War Labor Board, but it would appear 
that many of the changes it brought 
about will permanently affect the course 
of personnel relations. The fact-gath- 
ering approach in personnel relations 
has been stimulated by the Board, and 
this development has been a_ healthy 
one. Research activities within many 
unions and by _ national research 
staffs have been greatly enlarged. 
Statistical methods of determining 
bei Fae production and factual 
appfoaches to discipline problems have 
been developed. Absenteeism, labor 
turnover, accident and wage data have 
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‘been gathered. The abuses of griev- 


ance procedures, of work stoppages, 
and union misdeeds are all now factu- 
ally presented to and examined by the 
Board. The Board’s policy of reward- 
ing responsible unions and punishing 
irresponsible ones, feeble though it may 
have been in operation, has neverthe- 
less been salutary and helpful. Deci- 
sions of the Board show a consistent 
encouragement of the following pro- 
cedures, many of which have been in- 
stalled by some companies as a result: 
(1) job analysis; (2) job grading and 
evaluation ; (3) arbitration; (4) griev- 
ance procedures; (5) incentive pay 
plans; (6) industry-wide uniformity. 
Further, the appointment of specific in- 
dustry committees has promoted the 
consideration of industry-wide prob- 
lems and developed a cooperation 
previously lacking. 

On the debit side, the Board’s policies 
have emphasized procedural steps and 
mass treatment of employees. The 
procedures of the Board stress the im- 
portance of rules of evidence. Where 
lawyers were formerly shunned in labor 
negotiations, they have now become al- 
most a necessity. It would seem that 
unions and employers have often gone 
through the motions of settling disputes 
knowing well that eventually the issues 
would have to be decided by the Board. 
Government conciliation men have ap- 
parently adopted the same attitude, and 
true collective bargaining and the settle- 
ment of issues by the parties themselves 
have suffered as a result. 

There has been a dangerous dam- 
ming up of grievances and of certain 
disputed clauses in union agreements— 
as well as the problem of wages—and 
to remove the Board in the immediate 
postwar period might well be danger- 
ous. It may be that a modified form 
of the Board will be retained per- 
manently. The retention of the Board 
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would definitely affect the future type 
of labor leader and industrial relations 
manager, the practice of collective bar- 
gaining, and the development of per- 
sonnel relations. 

The Fair Employment Practices 
Committee has attempted to do over- 
night in industry what other organized 
groups in society have failed to ac- 
complish through years of effort. With 
retention and promotion by seniority, 
it is hard to see how future personnel 
relations problems will not arise as 
members of minority groups are in- 
evitably advanced in rank. It has been 
a shock to employers that they were 
not allowed to select for jobs the people 
they considered best suited for the jobs. 

Executive Order 9240 has been in- 
terpreted and misinterpreted until it has 
become a perennial cause of disputes 
and refusals to work. Because it makes 
mandatory the payment of double time 
for the seventh day of work and time 
and one-half for holiday work, permits 
time and one-half for work on a sixth 
day, and reaffirms the provisions of the 
Fair Labor Standards Act and the 
Walsh-Healey Act, it has established 
the basis for inflationary wages. How- 
ever, there may not be universal agree- 
ment concerning the difficulties which 
will arise as production slows down and 
overtime must be relinquished. It 
might be added that the wage diffi- 
culties of the War Labor Board would 
have been comparatively simple if 
“take home” wages hadn’t been in- 
flated many times beyond the rise in the 
cost of living. . 

The administration of the Wage and 
Salary Stabilization Act has tended to 
split salaried employees into groups 
even more than previously. This has 
been especially true because the policies 
and decisions of the two administering 
agencies—the War Labor Board and 
the Treasury Department—have not 
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been the same on matters of bonuses, 
or on promotional, merit or length-of- 
service increases. The employer who 
has wanted to treat all his employees 
with equal fairness has been in a 
quandary. 

The good features resulting from this 
legislation have been the encouragement 
given to wage and salary schedules, 
rating systems, periodic salary reviews, 
definitely expressed wage and salary 
policies, and the establishment of salary 
committees. In the long run, these 
probably will outweigh any present in- 
justices and discouragement of incen- 
tive which the policies have caused. We 
must withhold judgment, however, 
until we have an opportunity to ex- 
amine the operation of the stabilization 
act in reverse—i.e., the manner in which 
requests for wage and salary decreases 
will be handled. 

The policies and decisions of the War 
Manpower Commission (which is re- 
sponsible for the compulsory 48-hour 
week, labor-supply control in some 
areas, and for the formation of the 
Bureau of Labor Utilization, Training 
Within Industry, the Manning Tables 
system, etc.) have broadly affected the 
personnel relations field. The Bureau 
of Labor Utilization has provided ob- 
jective means of ameliorating conditions 
caused by absenteeism and excessive 
turnover. The Training Within In- 
dustry program revolutionized foreman 
training and brought new concepts and 
emphasis into this phase of employee 
relations. The much publicized Man- 
ning Tables, at the very least, have pro- 
vided an inventory and classification of 
the personnel resources within an or- 
ganization. All these developments 
have proved to be desirable techniques 
for handling employees in the mass. 
Perhaps in wartime that is the only 
possible way for the job to be done. 

This brief analysis of the impact of 
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governmental policies and decisions on 
personnel relations would seem to lead 
to the following conclusions: 

1. The course of development in per- 
sonnel relations has been redirected 
from the individual to the group. 

2. Personnel relations have been re- 
stricted and have become circumscribed 
by rules. 

3. The lack of a unified national 
labor policy has hindered the develop- 
ment of basic personnel policies in in- 
dustry. 

4. A three-cornered struggle for the 
control of industry has developed be- 
tween organized labor, centralized gov- 
ernment and industry itself. 

5. Employees have been split into 
definite classes, mutually exclusive of 
each other. 

6. Union regulations have prescribed 
a rigid framework within which per- 
sonnel relations must operate. 

7. There has been an increase in 
fact-gathering research on the part of 
both industry and unions. 

8. The NWLB has encouraged the 
adoption ofa number of accepted per- 
sonnel techniques for the mass treat- 
ment of workers’ problems. 

9. There is an increasing complexity 
of organization discernible in personnel 
relations. 

10. Personnel relations concepts are 
influenced more at present by govern- 
mental decisions than by basic prin- 
ciples. 

11. Wartime economic and _ social 
disruptions have caused a deterioration 
of personnel relations. 

12. The treatment of employee prob- 
lems on a mass basis may be necessary 
in wartime but it will create problems 
which ultimately will need to be settled 
on a personal basis. 

13. The permanent retention of some 
form of War Labor Board would af- 
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fect the whole future course of per- 
sonnel relations. 

14. The policy of premium pay has 
had a deleterious effect upon personnel 
relations. 

15. Correct thinking will cause us 


inevitably to return to the individual 
as the objective of all personnel rela- 
tions. 

From an address by Egbert H. van 
Delden before the Economic and Busi- 
ness Foundation, March 16, 1944. 


Production Management 


Standardized Workplaces 


HAT would be the possibilities 
W:: the way of improved manu- 
facturing performance if as 
much attention as is devoted to product 
improvement were given to improve- 
ment of the workplace and surround- 
ings? It was in answer to this question 
that the standard workplace program 
was inaugurated in the Camden plant 
of the Radio Corporation of America. 
The question arose with the neces- 
sity for converting from commercial 
to government production. New lay- 
outs were required, as were new light- 
ing, tables, wiring and workplace 
setups. To expedite the changeover, 
make the best use of existing space, 
and facilitate future revisions, work 
was begun on the standards program. 
In developing the program, five princi- 
ples were borne in mind: 

1. Design equipment to be all- 
purpose so that its usefulness is not 
limited to one product. 

2. Conserve space through scientific 
planning. 

3. Reduce direct labor cost by de- 
signing equipment which enforces ad- 
herence to the principles of motion 
economy and work simplification. 

4. Compel good housekeeping by 
providing a place for all necessary 
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items, allowing no waste space for 
junk to accumulate. 

5. Reduce setup or layout time by 
simplifying equipment. 

In general, the aim was to make 
facilities handy and to provide a stand- 
ard flexible workplace that would en- 
force good motion economy without 
conscious thought on the part of the 
operator. 

Standard Workbenches. One of the 
most universally applicable principles 
of motion economy is this: “Use the 
smallest body member possible to move 
the shortest distance.” If operators are 
to be encouraged to move short dis- 
tances, how can we better assist them 
than by restricting the work area, by 
providing a workplace in which it is 
almost impossible to overreach? 

Measurement in the factory revealed 
that bench assemblers rarely require 
work space in excess of three feet wide 
by 18 inches deep, assuming that the 
bench is properly arranged. The nor- 
mal work area for men is generally 
accepted to be within a reach of nine 
inches, and for women seven inches, 
whereas the maximum distances for 
effective operation are 20 inches and 
18 inches respectively. Hence, by es- 
tablishing 18 inches as a standard 
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depth, operators are almost compelled 
to restrict their reaching distances. 

As a radical departure from the es- 
tablished practice of using operators on 
both sides of a bench, it was decided to 
limit benches to single-sided operation. 
Since the resting place for most of a 
worker’s personal articles is the bench 
top, the larger the top the larger the 
collection. This is true despite pro- 
vision of individual lockers. Because 
both sides of the workbench may not 
be in use simultaneously, there may be 
gaps opposite the worker at a wide 
bench—offering opportunity for him 
to expand to the other side unless 
limited. The logical procedure, there- 
fore, is to reduce the area available 
for misuse. Use of a single side of a 
workbench has an additional advan- 
tage in that the opportunity for idle 
conversation is reduced when operators 
are not placed face to face. 

Prior to the development of stand- 
ard benches at RCA, table lengths 
varied considerably; benches some- 


times ranged from 50 to 100 feet in 


length. This meant that every time a 
layout rearrangement was made, the 
benches, wiring and air lines had to be 
ripped out. Frequently the material 
was not salvageable. To eliminate 
this waste and permit easy changes of 
layout, two standard-size benches were 
developed... Since the width of the 
workplace from left to right had been 
established at three feet, it was clearly 
necessary to establish bench lengths in 
multiples of three feet. Accordingly, 
six feet and 12 feet were established 
as standard lengths. 

Each bench was provided with its 
own wiring, sockets and air lines, 
equipped with couplings that enable it 
to be hooked on to the power and air 
lines of adjacent benches. Thus 
benches can be placed end to end in the 
same manner as freight cars to provide 
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any length in multiples of six feet. If 
additional depth is required it may be 
provided either by a standard six-inch 
bench extension or by placing two 
standard benches side by side. The 
combination of standard length, width, 
depth, power and air lines offers the 
following advantages: (1) Layout re 
arrangement may be made quickly and 
inexpensively. (2) Benches may be 
re-used in many locations without 
waste. (3) Construction of benches 
for new layouts is swifter, since stand- 
ard plans are available and no special 
adaptations are necessary. (4) Aisles 
may be uniformly spaced. (5) Good 
housekeeping is facilitated. (6) Eff- 
cient work practices are encouraged. 

Table height was established at 36 
inches to permit the operator to work 
without strain in either a sitting or 
standing position. 

The next logical step was to provide 
equipment for the workplace _ that 
would possess similar flexibility and 
would also compel efficient perform- 
ance by the operator. It was found 
that four categories would be required: 
(1) supports or stands for material 
containers (mounting devices); (2) 
material containers; (3) tol supports 
for pre-positioning tools; (4) clamp- 
ing devices to permit easy mounting 
or disassembly of any of the above 
items. 

Mounting Devices. The most de- 
sirable type of workplace from the 
standpoint of economy is that in which 
tools and materials are arranged semi- 
circularly so that the same distance is 
reached for each item with a natural 
easy motion by the operator. To per- 
mit easy construction of this type of 
workplace, curved supports or circulat 
racks were developed. Although these 
units may be used singly or in pairs, 
three racks combine to form a 180- 
degree semicircle. Racks interlock to 
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form a stable unit and may be fitted 
one on top of the other to provide in- 
creased capacity. Where circular 
racks cannot be used (as in progres- 
sive or push-along assemblies), straight 
racks, which can be located at the back 
edge of the standard table, are resorted 
to. For additional capacity, an exten- 
sion can be fastened to the basic rack. 

To prevent damage to the bench top, 
standard clamps were designed so that 
racks and other equipment could be 
secured to the workbench without drill- 
ing holes. These clamps bolt to equip- 
ment and are attached to the bench by 
tightening a wingnut. 

Another space-saving means of 
mounting equipment was devised by as- 
sembling a strip of angle iron to the 
front edge of each standard bench, 
leaving a gap between the bench and 
the strip. This makes it possible to 
hang trays and other equipment on the 
strip by a curved lip on the equipment. 

Other mounting devices for tote- 
boxes and containers for medium- and 
large-sized parts were developed. Two 
units were designed to hold toteboxes. 
Where motion study or weight of parts 
indicates the practicability of position- 
ing the totebox on the workbench, a 
totebox rack is employed. This rack 
is fastened to the bench by standard 
clamps and may be tilted to any desir- 
able angle. Where space is not avail- 
able on the workbench, the toteboxes 
are placed in a specially designed dolly. 
The dolly has three levels, each holding 


a totebox, and is equipped with casters 


so that it may be wheeled from one 
work position to another. 

Material Containers. Design of uni- 
form, space-saving and durable con- 
tainers required consideration of: (1) 
type of grasp required (slide or pick- 
up); (2) size and weight of parts; 
(3) kind of material; (4) means of 


“Mounting; (5) number of parts re- 


May, 1945 


quired per work period. Since a slide 
grasp requires less time than a pick-up, 
first consideration was given to the 
development . of standard lip trays. 
These were designed according to the 
size of the material to be accommo- 
dated and the number of parts used 
per day. Where the size or shape of 
parts does not permit use of lip trays, 
an open bin (rack type) which can be 
mounted on any type of rack as well 
as the angle-iron edge strip is used. 
Special-Pur pose Trays. Three types 
of special-purpose trays are worthy of 
mention: (1) flat trays, which can be 
mounted on any of the racks or the 
table edge and are used for position- 
ing small containers of liquids or semi- 
solids such as cement or grease; (2) 
wire racks, which permit easy grasp 
of long or short wire; (3) edge trays, 
which are trough-like in appearance to 
provide additional container space 
when the workplace is crowded. These 
trays can be hung from the table edge 
or straddled across open bins by lips 
which fit over the side of the bin. 
Standard Accessories. In the inter- 
est of shop efficiency, it is desirable to 
place time-saving accessories at the dis- 
posal of the foreman, making it easy 
for him to establish efficient setups. 
Most universally applicable of the 
standard workplace accessories is the 
overhead tool support. This is an L- 
shaped rod which is clamped to the 
back edge of the standard bench and 
may be pivoted in a sleeve to the most 
convenient position. Ratchet screw- 
drivers, air guns or hand drills may be 
suspended from it. The motion-saving 
advantages of the overhead tool sup- 
port also apply to the bench tool holder. 
This device is used to position such 
small hand tools as screwdrivers, pliers, 
etc., on the table edge, It is simply 
a series of little compartments into 
which tools may be dropped, and is 
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hooked to the angle-iron table edge by 
a lip. .The planning and design of 
these and other special accessories will 
depend, of course, upon the product 
and the type of tools used. 

From the above descriptions the im- 
pression.may be gained that the factory 
welcomes standard equipment with 
open arms. Quite the reverse was true 
at RCA. The conventional resistance 
to the new was encountered, especially 
in regard to standard benches. The 
improved arrangements were de- 
nounced in the face of cost comparisons 
showing economy, space comparisons 
showing saving, layouts showing im- 
proved workplace efficiency, and an 
obvious contribution to better house- 
keeping. 

It was not until a new department 
was established that the opportunity to 


“sell” the program was presented. An 
entire layout was installed with stand- 
ard workbenches and equipment. The 
contrast between the new and other 
departments was dramatic. House- 
keeping was remarkably improved, 
Aisles were uniform and_ spacious, 
Greater space was available, and floor 
supervision commented favorably upon 
the effectiveness of the workplace 
equipment. Most important, the lay- 
out required only 50 per cent of the 
area necessary for conventional work- 
benches. As time proved the advan- 
tages of standard workplaces, foreman 
opinion swung solidly behind the pro- 
gram until today non-standard items 
are looked at with suspicion. By I, 
Kesster, R. MActatcuie and J. H. 
Quicx. Factory Management and 
Maintenance, March, 1945, p. 82:7. 


More Suggestion-Box Ideas 


HECK these for your plant. 


Each idea is small in itself, but they add up to 


save considerable time and money at Douglas Aircraft, Santa Monica, Calif.: 


(1) System of colored lights 


eliminates delays and necessity of paging. 


calls supervisors and inspectors to spot needed, 


(2) Forms for preparing journal 


entries are ruled for standard typewriter spacing so typist does not have to 


readjust machine constantly as she fills them out. 
rmit cleaning one-half of booth at a time instead of shutting 
(4) Adjustable shoulder straps or slings which dis- 


down the center 
down for entire Operation. 


(3) Paint booths partitioned 


tribute weight across shoulders enable women to use heavy alligator dimplers 


without fatigue. 


—Modern Industry 4/15/45 


Handicapped Workers Take Over “Rivet Helm” 


T THE Columbus, Ohio, plant of the Curtiss-Wright Corporation, physically 
handicapped workers are being hired to control the handling of warplane 


rivets. 


As approximately 125,000 rivets are installed in each Curtiss Helldiver, 


tons of rivets are handled each month in the plant. 
The handicapped workers sort rivets of 1,900 different lengths and sizes, 


supervise departmental rivet refrigerators, and in addition keep workers’ indi- 
vidual portable iceboxes supplied with dry ice. A specially designed sorting 
table was made with space for 100 or more jars and covered with a flat top 
containing an equal number of holes marked with the size and number of each 
rivet. When a jar is filled, the worker empties it into a bag, which is then 
tied and marked for type and size and sent to the heat-treat department. The 
use of handicapped workers for handling rivets has already resulted in a tre- 
mendous slash in the plant’s salvage operations. 

—Mill & Factory 4/45 
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Job Classification as Incentive System 


craft Screw Products Company, 

Inc., has shown a tremendous and 
sustained growth since early 1942. 
Coupled with a more than fivefold rise 
in production are these additional as- 
pects of the company’s record: 

1. Physical facilities and productive 
capacity were enlarged by less than 30 
per cent. 

2. Total production man-hours per 
month are currently only 4 per cent 
greater than in early 1942. 

3. Rejections by customers have 
averaged substantially less than % of 
1 per cent of value of shipments, which 
amount to many millions of units of 
patented products. 

This showing may be attributed to 
four factors: (a) a system of produc- 
tion planning and control which has 
greatly cut down on lost time and 
motion; (b) a system of production 
follow-through and _ work-in-process 
control; (c) an elaborate tooling pro- 
gram and general revamping of manu- 
facturing methods which has sharply 
boosted production efficiency ; and (d) 
the operation of a job classification 
system which is certainly as significant 
as any of the other factors. 

Established in the latter part of 1942, 
and a ptoduct of joint labor-manage- 
ment effort, the system provides a per- 
sonal and continued incentive to each 
employee to do more and better work. 
It also tends to minimize some of the 
more important intangible elements ad- 
versely affecting employee morale. 
While the plan, which has been made 
a formal part of the union agreement, 
was adapted to one type of production, 
it is capable of broad application. 

The plan divides all factory activities 
of this company into four categories: 
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Piss Sciew P volume of Air- 


(1) machine operation; (2) inspec- 
tion; (3) benchwork; (4) insert screw 
bushing manufacture. Each of these 
categories is logically composed and 
fundamentally distinct from the others. 

Within each category, in turn, series 
of skill or job classifications exist. 
Thus, the machiné operation group in- 
cludes the learner, learner-operator, 
operator, specialist, machinist, tool- 
maker, experimental toolmaker classifi- 
cations. Specific maximum and mini- 
mum wage rates are assigned to each 
classification. The job classifications 
themselves are clearly defined in terms 
of skills and production performance. 

Without introducing excessive com- 
plications into its structure, the job 
classification system provides for neces- 
sary distinctions in fundamental skill 
requirements. Within the machine 
operation category, machine tools are 
divided into three tool grinders, etc. 
Group A consists of lathes, milling 
machines, external grinders; Group B 
consists of drill presses, engraving ma- 
chines, punch presses, etc.; C consists 
of large turret lathes and thread 
grinders. ' 

Employees attending any one of the 
Group A machines can qualify to re- 
ceive the maximum wage rate of the 
specialist classification. | Employees 
working with Group B machine tools 
can rise only to the maximum rate of 
the operator classification. On the 
other hand, a skilled worker on a 
Group C machine tool can reach the 
top wage of the machinist classification. 

As an employee, through improve- 
ment in his skill and production pro- 
ficiency, satisfies the qualifications of a. 
higher job classification within his 
category, he becomes eligible for re- 
classification. When reclassified, he 
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automatically receives the higher wage 
rate of his new classification. 

Responsibility for administering the 
system is vested in a Reclassification 
Committee. This committee, consti- 
tuted under the union agreement, con- 
sists of a union committee representing 
employees and a delegation of factory 
executives representing the company. 
It meets four times a year for the pur- 
pose of considering the eligibility of all 
employees, individually, for reclassifi- 
cation. 

The committee exercises final juris- 
diction over reclassification, except 
where it is unable to agree on a deci- 
sion. A decision is reached if a majority 
of employee representatives and a ma- 
jority of management representatives 
agree. Where the committee disagrees, 
the matter is referred to the business 
agent of the union local and the presi- 
dent of the company, jointly, for final 
determination. 

Every decision of the Reclassification 
Committee must be supported by 
factual evidence. This evidence is pro- 
vided mainly by production records 
and personnel records maintained for 
employees. Such records are developed 
and kept up to date in the statistical 
department. 

One branch of this department has 
the exclusive function of carefully 
analyzing, qualitatively and quanti- 
tatively, the daily production cards 
which each employee is required to fill 
out. Monthly summaries, disclosing 
performance of each worker in ¢om- 
parison with his previous record and 
with comparable records of others, are 
prepared. The progress of an employee, 
from standpoints of skill and produc- 
tivity, are quickly apparent in these 
summaries. 

In addition, personnel cards are 
maintained for employees. On these 
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cards, elements which are important in 
appraising the value of an employee— 
absenteeism, instances of bad condutt, 
infractions of company rules and regy- 
lations—are noted, with proper docy- 
mentation. 

In determining properly the relative 
competence of certain groups of em- 
ployees whose work cannot be literally 
or statistically evaluated—toolmakers 
and inspectors, for example—the use 
of judgment and “opinion” evidence is 
necessary. In such cases, the substan- 
tiated judgment of the forenian, as 
communicated to the Reclassification 
Committee, is regarded as a substitute 
for production records in reaching a 
decision. 

Four times a year, the system’s in- 
centive feature is made apparent par- 
ticularly to the less efficient workers. 
As soon as decisions of the committee 
are announced, employees who desire 
to complain about the decisions are 
given opportunity to do so in person 
before the committee. On such occa 
sions, these employees are told the rea- 
sons for the committee’s action— 
reasons for which the employees them- 
selves are shown to be primarily re 
sponsible. 

The value of this procedure in main- 
taining employee morale is great. Hav- 
ing been personally considered on his 
own merit, an employee can seldom 
legitimately broadcast a claim of unfair 
treatment. At the same time, the fact 
that employee representatives played 
an important part in originally drawing 
up the job classification system and 
continue to share equal responsibility 
with management in its administration 
puts an effective control over discon- 
tented employees. 

This job classification system has 
served the company well. From the 
standpoint of labor relations, it may be 
noted that not one man-hour has beet 
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lost by the company as a result of wage 
disputes since the system was inaugu- 
rated. On the other hand, it has pro- 
vided continuous spur to each individ- 


ual to improve his skill and the quantity 
and quality of his output. By EUGENE 
M. Lane. Mill & Factory, April, 1945, 
p. 92:8. 


An Effective Safety Campaign 


HE frequency and severity of 

accidents at the steam-generating 

equipment plant of Babcock & 
Wilcox Company, Barberton, Ohio, 
were below the national average for 
boilermakers during the past year. 
Accident frequency was six points be- 
low the national average, and the acci- 
dent rate was one and a quarter points 
below the average in severity. 

During the last two years the acci- 
dent rate at the plant has been reduced 
by 52 per cent, lost-time cases have 
been cut by 42 per cent, and injuries 
or impairments have been slashed by 
31 percent. The plant has worked 
35,000,000 man-hours, or the equiva- 
lent of a normal three-year period, 
without a fatality. 

“This striking reduction in the acci- 
dent rate,” says C. L. Fixler, of the 
plant’s safety department, “is traceable 
in large part to the work of the Shop 
Safety Committee, and the union’s ad- 
visory Divisional Safety Committee, 
working in conjunction with the man- 
agement. The modern medical facili- 
ties established at the plant two years 
ago have been an important factor in 
reducing the infection rate and the 
number of lost-time cases through 
prompt and effective treatment of the 
injured.” 

Explaining the goal of the safety 
campaign, Mr. Fixler states that the 
main job of the Shop Safety Commit- 
tee has been to “sell the idea of safety 
‘over the counter’ directly to the men 
in the shops. . . .” Our plant safety 
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campaign is based on the assumption 
that accidents don’t ‘just happen’ but 
that they are caused and therefore can 
be prevented. They are caused either 
because of what we term human haz- 
ards, where an employee has not been 
sufficiently impressed with the need 
for observing ordinary safety precau- 
tions, or because of mechanical haz- 
ards, such as inadequate safety 
equipment on machinery, or dangers 
arising out of failures of the physical 
facilities of the shop. 

“Our educational campaign is aimed 
at reducing these human hazards, and 
shop committee men are constantly ex- 
plaining to workers why being careful 
is good business for themselves and for 
the war effort. Literature from the 
National Safety Council is distributed 
to the department offices, bulletin 
board announcements are used to call 
attention to ordinary safety hazards, 
and a sustained campaign to encourage 
workers to observe the rules and use 
the implements of safety is carried on 
every day. Such standard safety im- 
plements as safety shoes, protective 
goggles, leggings, gloves, respirators, 
sleeves, aprons and asbestos suits are 
available to workers in the Safety De- 
partment office. Much of the educa- 
tional campaign is conducted by word 
of mouth. 

“Substantial work also has been done 
to reduce mechanical hazards. Good 
‘housekeeping’ in the shops is helping 
immeasurably to cut down physical 
hazards. Extra aisles and passage- 
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ways have been cleared through the 
shops by removing materials or reor- 
ganizing their arrangement. Roomy, 
rustproof metal containers known as 
‘skips’ have replaced former methods 
of transporting working materials 
through the shops, and safety cans are 
now employed for storing kerosene. 
Guards for machinery have been de- 
vised by the engineering and mainte- 
nance departments, and these substan- 
tially reduce accident hazards to the 
operator.” 

Along with the shop safety cam- 
paign the company has thoroughly 
developed a coded record system, an- 
alyzing each accident, time loss or 
impairment and its cause, so that it is 
possible to see at a glance where safety 
hazards lie. Monthly accident and 
time loss reports covering the entire 
plant are distributed to each shop fore- 
man, and records are maintained to 
show the relative progress in all parts 
of the shop. 

The Shop Safety Committee is com- 
posed of 70 members, with one com- 
mitteeman on each shift for each 
department. Committeemen are ap- 
pointed by the shop foreman and shop 


representatives to serve a four months 
period. It is their duty to inspect the 
sections of the shop under their juris 
diction, and to bring to the attention of 
the shop foreman all safety hazards, 
such as poor housekeeping, inadequate 
equipment, insufficient safety precav- 
tions on machinery, or potentially 
dangerous building conditions. The 
committeemen report to the Divisional 
Safety Committee, which is composed 
of five members who act in an advisory 
capacity and are appointed by the local 
union. The Divisional Safety Com- 
mitteemen are each responsible fora 
specified section of the plant. Through 
this committee and the reports of the 
foremen, information on safety mat- 
ters is transmitted to the proper de- 
partment in the plant so that hazardous 
conditions may be remedied. 

In addition to the day-to-day job of 
inspection by the Shop Safety Com- 
mitteemen, quarterly inspections of 
each department are made by the 
Safety Department in conjunction with 
the Shop and Divisional Safety Com- 
mitteemen. Complete reports are com- 
piled on shop conditions, and remedial 
recommendations are submitted to shop’ 
foremen. 





e SUBSTANTIAL ECONOMIES in shipping costs can result from a careful 
study of shipping material with a view to reclassification in the lowest rate 
category. By doing this, the Navy Bureau of Yards and Docks obtained $250,000 
in refunds from railroads last year. 

—Modern Industry 7/15/44 





Social Security: Pros and Cons 


A number of critical letters have been received by the Association as the result 
of publication of an abstract in the March issue of the REviEW which presented an 
unfavorable view of the nation’s social security program. However, the AMA 
would like to remind its readers that neither the abstract, nor the editorial summary 
of it which appeared in the same issue, represents the views of the Association, 
which takes no stand on controversial questions. An article which will adop. a 
sharply divergent view is scheduled for publication in an early issue. 
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Marketing Management 


Should We Pay the Expenses of Sales Trainees? 


training schools for new salesmen 

frequently raise the question of 
whether or not other representative 
organizations pay the expenses of such 
trainees. The question is one in which 
sales managers generally will no doubt 
be interested. 

Various policies have been reported 
in the past. In some cases, a flat 
amount of, say, $10 per diem was 
allowed. In others, salesmen were re- 
imbursed for all out-of-pocket ex- 
penses. In still others, the salesman 
was expected to pay all his daily ex- 
penses, beyond rail travel, on the 
theory that he would be paying his 
own expenses wherever he might be. 
Obviously, the final determination was 
generally tied in with the basic com- 
pensation plan and the provision for 
expenses therein. 

What the majority practice will be 
in the postwar era cannot be predicted 
for certain, but it appears reasonable 
to believe that trainees’ expenses will 
probably be paid in most cases. At any 
rate, the following cross-section of 
present practice leads to that conclu- 
sion. 


C: MPANTIES planning sales 


Charging Salesman’s Expenses to 
Territory. Many organizations list ex- 
pense allowances of salesmen in train- 
ing under the general operating cost of 
the training school, but a large chemical 
company reports a different method of 
charging expenses : 


_ We pay the entire expenses of the men, 
including hotel room, meals, transporta- 
tion, and any reasonable expense for 
clothes cleaning and similar items. These 
expenses are charged back to the sales 
district or territory concerned, just as 
though the man was covering his normal 
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territory, because the training involved is 
designed, primarily, to benefit the opera- 
tion of the individual and the sales dis- 
trict. 


Establishing a Basic Salary for 
Salesmen in Training. An office sup- 
ply company has established a basic 
salary for student salesmen. The com- 
pany reports as follows: 


We pay a salary of $25 a week to our 
salesmen in training for the period that 
they are actually away from their terri- 
tory attending sales school. We, of 
course, make arrangements for special 
prices on living accommodations which 
they pay for, as well as other expenses 
out of the $25 weekly salary. We pro- 
vide transportation and other traveling 
expenses, both to the school and back to 
the home base. 


Paying Expenses at Conventions 
and Group Meetings. The Swan- 
Finch Oil Corporation reports its pre- 
war and present policy regarding ex- 
pense allowances as follows: 


Before the war we always had a na- 
tional convention that was attended by 
all our salesmen operating out of Chi- 
cago Division, and it also included men 
operating in many of the states of the 
Union located farthest away from 
Chicago. 

This national convention was not what 
the name implies. It was strictly an 
educational meeting that covered three 
days of intensive work. -We felt that 
because we demanded so much of their 
time we should pay all our salesmen’s 
expenses. We mean by this, of course. 
legitimate expenses, including railroad 
fare, hotels, meals, taxis, etc. 

Since the war, in order to eliminate as 
much as possible train travel to distant 
points, we have held what we call small 
group meetings of four or five men, and 
we hold these two or three times each 
year. As far as education and training 
is concerned, these small meetings last- 
ing for one day each have been found 
to be much more effective. We pav all 
our men’s expenses at these meetings, 
though, of course, under no condition do 
we allow anv item under Miscellaneous 
that they include to cover out-of-pocket 
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expenses while cruising the city with 

their associates. 

Increasing the Expense Allowance 
After Training. The vice president of 
a paper manufacturing company reports 
the following policy regarding sales- 
men’s expense allowances during and 
after training: 

Our procedure in hiring a new sales- 
man has always been to pay him a smaller 
salary during the training period, which 
with us is a minimum of six months. 
If this should necessitate his living away 
from home or traveling, we pay his full 
tfAveling expenses and a-reasonable ex- 
pense allowance covering food and 
lodging during the training period. If 
and when the individual completes the 
training period and is then accepted as 
a Junior Salesman, he is stepped wp into 
a somewhat higher salary bracket during 
the intermediate stage of his training, 
which generally takes another six 
months, before we put him out on the 
road with a higher salary or drawing 
account and regular expense allowance. 

In setting the expense allowance for 
food and lodging, we do it on the as- 
sumption that a man will stay in a modest 
hotel or a good rooming house rather 
than in an expensive hotel. We try to 
avoid being parsimonious in this connec- 
tion, preferring to have the man live 
comfortably and in line with the type of 
work we expect him to do when he com- 
pletes his training period. 


Allowing an Open Expense Ac- 
count. A service organization operat- 
ing nationally, which has only a short 
training period for new salesmen, finds 
it feasible to allow the men to have an 
open expense account. The public 
relations manager reports on_ this 
policy : 

All reasonable expenses are permitted 
on an open expense account which is 


approved at the end of the curreg 
month. This is the case whether th 
representative attending the trainin 
meeting is regularly assigned to a trayg. 
ing job or is located at one point asa 
public relations representative. 

By reasonable expense is meant hot 
and railroad accommodations, meals, ani 
small items of incidental expense. 
Covering Salesmen’s Full Expenses, 

Current conditions have led many com. 
panies to modify their policies regard. 
ing expense allowances. The genera 
sales manager of the Iron Fireman 
Company reports: 


In prewar, salesmen were given rail- 
road fare and hotel accommodations but 
were expected to pay for their own meals, 
laundry, etc., in the belief that they 
would have to pay for these wherever 
they might be. These days are gone 
forever. We now pay our salesmen’s 
full expenses while in training, in addi- 
tion to their salaries. 

Conclusions. The trend among 
these and other companies surveyed is 
toward paying full expenses of sales- 
men while in training. The majority 
of firnas questioned pay for railroad 
and hotel accommodations, meals, 
laundry, and sometimes such additional 
expenses as taxis. The next smaller 
group allow their salesmen only rail 
road fare and hotel accommodations. 
Some organizations place a definite 
ceiling on expense accounts, while 
others sanction open accounts but re 
quire the salesmen to submit an occa- 
sional report for approval. 

From a survey report by The Dart- 
nell Corporation, Chicago, III. 





e LAST FALL, preservation and redernption of cartons was made No. 1 job of 
National Biscuit Company’s entire sales and delivery force as part of salvage 
campaign that has won accolade from WPB. Chief sales point to food merchants 


is that returned containers mean more merchandise for distribution. 


Cash allow- 


ances are made on returned containers, and monthly checkup on number of cartons 


delivered against number returned keeps salesmen on their toes. 


The company 


has also redesigned containers so they are collapsible and open without damage, 
and uses larger containers than formerly in order to conserve both paperboard 


and manpower. 


—Modern Industry 7/15/44 
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Sales Compensation Plan Equalizes Territory Variations 


cialized field in which a manufac- 

turer’s principal volume results 
from direct sales to retail dealers, sev- 
eral plans of salesmen’s compensation, 
ranging from straight commission to 
straight salary, are in use. In the case 
of the company with which I am con- 
nected (The Folmer Graflex Corpora- 
tion), we used, until the war came on, 
what we considered a highly satisfac- 
tory middle-ground program. It is 


I: the photographic industry, a spe- 


‘ what we shall call a “Salary plus In- 


centive Bonus-Quota” plan. Under 
this plan our salesmen were afforded 
a basic salary which constituted a rea- 
sonably good income and with respect 
to which we urged our men to plan 
their home ownership, life insurance, 
and similar continuing programs. 

The Incentive Bonus-Quota plan 
represented a plus factor whereby each 
man was able to supplement his income 
m direct ratio to his accomplishment 
in his own territory. This extra in- 
come—averaging about one-fifth of 
total income—was payable annually 
and in good part became savings. The 
mechanics of that plan were as follows: 

Each man’s territory was carefully 
studied to the end that a conservative 
but fair dollar quota for the territory 
be established which would take into 
account the past performance of the 
territory, the existing status of dealer 
outlets, the planned expansion or con- 
traction of outlets as the territory, city 
by city, dictated, the prevailing eco- 
nomic conditions within the territory, 
the territory’s potential for a quality 
line such as ours, and like factors. 
After taking into account the expected 
availability of new products and their 
estimated sales potential, and adjusting 
the quota by months through the year 
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to account for seasonal swings and new 
product availability, a monthly dollar 
quota was computed and the full year’s 
schedule placed in the hands of each 
man. Monthly sales figures were sup- 
plied him as promptly as they became 
available so that he could know where 
he stood. 

The payoff under this plan was a 
basic bonus of $300 for each man hit- 
ting quota on the button, with an added 
incentive bonus of $300 (or fraction 
thereof) for each 10 per cent increase 
(or fraction thereof) over quota. For 
example, a man with a quota of 
$300,000 who achieved sales of exactly 
that amount received an_ incentive 
bonus of $300. If his sales hit $370,000, 
his bonus amounted to $1,000—$300 
for each additional $30,000 of sales, 
fractionally computed. Similarly, a 
man with a quota of $100,000 would 
earn an incentive bonus of $1,000 by 
achieving sales of $123,333. The per- 
centage scale worked both plus and 
minus against the quota so that, under 
certain conditions, a man might make 
a bonus of less than the $300 base fig- 
ure—and yet make a bonus. In prac- 
tice, over a five-year period during 
which the plan was in full force, the 
bonus returns averaged approximately 
one-fifth of total income. 

This plan makes it possible to recog- 
nize alike, in terms of dollar returns, 
the work of the able man covering a 
less productive territory involving large 
amounts of travel and the man assigned 
to a compact, high-volume territory. It 
affords sufficient incentive to bring in 
the marginal volume of business which 
is profitable to the company, while at 
the same time it eliminates the invita- 
tion to the man to lose sight of over-all 
company good and territorial benefit 
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which individual orders either dispro- 
portionate in size or obtained from 
undesirable accounts would hold if 
direct commissions were realizable 
thereby. It makes possible keen com- 
petition between the men in the various 
territories, and at the same time serves 
as a balance wheel which presents a 
continuing challenge to the men 
throughout the year. The plan favors 
the salesmen during periods of sharp 
rises in general business—it required 
interim revisions and equitable down- 
ward adjustment only during one 
period when general business faltered 
a bit. 

When our operations were converted 
to production for war, our salesmen 
were brought into the plant, factory- 
trained as service specialists and tech- 
nicians, afforded salary adjustments to 
offset in part the elimination of the 
Incentive Bonus-Quota plan, brought 
under our regular company plan of an- 


nual wage distributions ; and they haw 
been fully engaged in working with th 
military establishments ever since, 
That the Incentive Bonus-Quota pla 
appeals to them more than the security 
of the higher base incomes they now 
enjoy was forcibly brought home las 
October when they were in Rochester 
for a general conference. It will 
recalled that at that time the collapse of 
Germany was considered imminent, a 
windfall of terminations and cutbacks 
was freely predicted, and a whirlwind 
reconversion to civilian production was 
anticipated. With prospects of a major 
resumption to civilian production for 
the New Year, the-men asked if one 
of the first acts in our own reconversion 
program could be that of reinstating 
the Incentive Bonus-Quota plan. 

From an address by Howard A 
Schumacher before the Rochester Sales 
Executives Club (Sales Management, 
April 1, 1945, p. 41:1). 


Salesman-Management Cooperation 


NEW formula for salesman- 
A management cooperation which 
may permit sales managers to 
enjoy a taste of heaven before their 
time has been devised by Colonel 
Robert A. Kohloss, Jr., director of im- 
ports, Austin Nichols & Company. 
Colonel Kohloss’ plan, which calls 
for a new type of sales meeting, is the 
result of years of experience on both 
sides of the desk. Basic ingredients 
are a touch of psychology, goodly quan- 
tities of sympathy, and a full measure 
of understanding of the difficulties ex- 
perienced by both salesmen and sales 
managers. 
All Austin Nichols salesmen are on 
a commission basis, but Colonel Koh- 
loss believes this plan can be used in 
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almost any business to help maintain 
sales volume, provide better inventory 
control, prevent the accumulation of 
non-salable goods, provide immediate 
information and specific recommenda- 
tions for many sales problems, assure 
continugus and accurate estimates of 
current situations based on detailed and 
up-to-the-minute reports of actual and 
potential demand, market conditions, 
sales resistance and opportunities, and 
competition. 

Observance of four rules is funda- 
mental to the success of the plan: 

1. No major executive shall control 
the meetings. (They may be present 
occasionally as guests. ) 

2. The sales force shall be repre 
sented by not more than a half-dozen 
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representatives elected by themselves. 
Too large a group is likely to be un- 
wieldy. 

3. All questions raised at each meet- 
ing shall be answered or discussed 
openly and completely. 

4. Decisions must be reached within 
a reasonable time, and they must be 
observed sincerely by both sides. 

Top management is represented at 
the regular meetings by the sales man- 
ager or his assistant rather than the 
executive vice president. One of them 
serves with one of the salesmen’s elected 
representatives as co-chairman of each 
meeting. 

Colonel Kohloss explains his basic 
thinking about the plan this way: 

“Many salesmen feel that the vice 
president in charge of sales stands on 
a pinnacle which they may approach 
only in fear and trembling. However, 
the men still feel a kinship with the 
sales manager and even more with his 
assistants. Salesmen are more likely 
to express their viewpoints—even to 
argue vigorously—with junior execu- 
tives when they would not do so with 
the head man... . 

“One of the most valuable contribu- 
tions I think the plan provides is better 
understanding between staff and man- 
agement about the problems of each. 
Every salesman has a gripe of some 
sort against management. Some are 
justified and can be corrected easily. 
Others are more difficult and require 
much thought. Still others, upon in- 
vestigation, turn out to be nothing more 
than lack of understanding of some of 
the problems with which management 
is faced. In any case, it makes for 
better business and hunfin relations to 
bring them into the open. . .. 

“Naturally, the subject of salesmen’s 
earnings is discussed at the salesmen- 
management meetings, but not in the 
way one might expect. For instance, 
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at a recent meeting of the Austin 
Nichols group, it was jointly decided 
to replace the old bonus system with 
a new one. which is more profitable to 
the salesmen and to the company... . 

“Under the old method, there was a 
standard bonus for the sale of certain 
items. The salesmen introduced a 
‘rotating’ bonus in which the sales 
bonus is applied to a different item each 
month. They pointed out that the 
‘static’ bonus on the same product 
month after month lost its appeal, and 
that by varying the items, interest was 
maintained in the bonus idea, all the 
men became accustomed to earning a 
bonus each month and willingly ap- 
plied their efforts to the product 
which gave them the extra money that 
month... . 


“On the other side of the picture 
we find a sound and profitable situation 
for management. The men who have 
been elected by the sales force to repre- 
sent them will have to justify their 
decisions to their associates. They are 
going to think things through much 
more carefully before they commit their 
fellow salesmen to any plan... . 


“The salesmen - management plan 
works particularly well in an organiza- 
tion which has branches, cooperating 
distributors or sub-jobbers. The com- 
mittee of the central headquarters, gen- 
erally the largest, makes a good leader 
for the others who accept its reports 
and recommendations most willingly. 
In this way, the sales drives of a na- 
tional organization with its sales force 
loosely distributed all over the country 
are more thoroughly integrated... . 


“If the salesmen’s representatives 
agree with management to set a certain 
quota for every man as their obligation 
in a certain plan, the representatives 
are not going to sit idly by while some 
of the boys let them down. . The 
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weaker salesmen get much appreciated 
lessons from their own friends who are 
proving it can be done right on the 
firing line. 

“Another sidelight on the plan is that 
needed changes in service and credit 
policy are expected to emerge. In the 
usual sales ‘mass’ meeting, the men 


the sales force representatives find in 
being elected, management should pro- 
vide an ‘extra’ token of some sort at 
each meeting, something perhaps re 
lated to the company’s product. This 
additional , touch of thoughtfulness 
makes the salesmen feel that the com. 
pany appreciates the time and effort 


they devote to the meetings.” By A 
SCHAEFFER, JR. Sales Management, 


often are afraid to bring up such 
things. 
“In addition to the satisfaction that 


April 1, 1945, p. 44:4. 


The Distributor’s Postwar Functions 


¢ t.. wholesaler and his position in the distribution of finished products should 
not change materially in the postwar era. He came into existence to 
perform certain marketing functions, and be it now or postwar those functions 
are substantially. the same. That being so, what should manufacturers expect of 
their postwar distributors? According to Advertising & Selling, the distributor 
has the following responsibilities and functions: 

1. He assembles, transports to his place of business, warehouses, and finally 
delivers to the retailer or consumer those products required by the trade he 
serves. 

2. He extends credit to his customers. 

3. He assumes the risk of price fluctuation and is prepared to stand the 
losses incurred by packages breaking in his warehouse or in handling or delivery 
to his customers. 

4. He advises his customers on methods of obtaining maximum efficiency 
from the products. 

5. He carefully watches market conditions and the supply of products he 
“sells so that he can advise his customers when to increase or decrease their 
inventories. 

6. He maintains an active, aggressive sales organization familiar with the 
most efficient uses of the products. A distributor serving several classes of trade 
should have his sales organization so balanced as to be able to furnish salesmen 
capable of intelligently discussing the problems of each. 

7. The distributor should make a thorough study of his marketing area in 
order to cover only what he can serve efficiently. 

8. He should watch his inventories carefully so that he carries, mainly, stocks 
which have a maximum turnover. 

9. He keeps abreast of the times; and if priorities and allocations prove 
troublesome, he remembers his many customers who count on him to keep them 
in business. 

10. He keeps records of his sales activities. 

11. Accurate stock records permit him to gauge correctly when to reorder. 

12. He is actively interested in and supports trade associations. 

13. He is always ready to locate new products or advise customers where 
information can be obtained. 

He is always jealous of the good name of his company. 
careful investigation will he take on new lines and sign agreements. 

15. He remembers that the reason’ for his existence is that he enables his 
trade to avoid large inventories with the resultant need of greater storage space. 
His profits are made on turnover and not on high margins on individual sales. 

16. When his organization is functioning properly, it provides the most 
economical form of distribution for any manufacturer. 


Only after 


The Management Review 





17. He is constantly alert for competitive price changes and new competitive 


products. 


18. He remembers that it is his function to supply less than carload lots 


of merchandise to his customers. 


Orders from customers who have graduated 


to the carload-buyer class should be turned directly over to the manufacturer. 
19. By realizing that his own credit is an important asset, he pays his ac- 
counts promptly, taking advantage of discounts. 
This outline of functions may be regarded as a yardstick by which the 
manufacturer can appraise his distributor organization. 


—Marketing 2/24/45 


War, Cash and Corporations 


is a subject that U. S. citizens 

will doubtless hear more and 
more about. Philip Murray and other 
union leaders have already alluded to 
the “23,000 millionaires” created in 
World War I, and implied that some- 
thing like it can happen again. The 


(Cis asia profit in wartime 


theme is not likely to be forgotten when 
labor goes to battle for its share of the 
postwar pie. Some critics have already 


concluded that stockholders will be in 
for a dividend orgy. We have with us 
again those who cry murder when a 
corporation dies of bankruptcy and at 
the same time cry scandal when a com- 
pany has enough money to pay fixed 
charges and dividends. We also have 
with us the mentality that believes that 
liberty died with the Liberty League. 
What has happened is simply that the 
average U. S. corporation is in good 
financial shape again. 

For sensible people the fact that the 
average corporation is in “good shape” 
is the most reassuring fact about 
U. S. business—as reassuring as its 
great production record. The financial 
“shape” of the U. S. corporation—its 
ability or inability to deal with con- 
tingencies—is important because the 
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corporation employs 90 per cent of the 
people in manufacturing, and bécause 
it is now coming close to what may well 
be the severest “contingency” it has 
ever met. 

Conversion to peace, at least for war 
producers, means liquidating one kind 
of business and getting into another 
and doing: both simultaneously. No 
cash may be coming in for a long while, 
but a great deal of cash may be going 
out. In the face of such prospects, it 
is only natural that the corporate man- 
ager-has adopted the strategy (used by 
propagandists to awaken the U. S. to 
the successive crises of war) of imagin- 
ing the worst can happen and yelling 
like hell about it. 

What has happened, therefore, is 
that the corporate manager has adopted 
a policy of strengthening his company 
before everything else. If wise, he has 
overlooked no legitimate way to spend 
to make his company better, and he has 
violated. the old “rule” that a good 
company divides a certain percentage 
of its profits. In the process he has 
doubtless accelerated a trend toward 
more management autonomy. 

The manager’s basic wartime ad- 
vantage, of course, is the colossal 


195 








volume he has enjoyed. In the great 
year of 1929, gross receipts of all U. S. 
corporatiofis were $159- billion; 10 
years later they were only $132 billion. 
But in 1941 they were $190 billion, and 
in the past three years they ranged 
upwards of $250 billion. Chiefly be- 
cause of lower operating costs as 
volume rose, the corporate ability to 
earn, up to 1944, rose even more. In 
1929 net income (excluding intercor- 
porate dividends) was a little more 
than $9 billion after all interest and all 
tax-deductible charges but before fed- 
eral taxes. In 1941 it was nearly $14.5 
billion; in the last three years it aver- 
aged around $22 billion before taxes. 
These figures include companies whose 
net income has risen nine or ten times. 
But there is no better way to enrage 
a corporation manager than to quote 
figures, as the unions have, on profits 
before taxes; it is like talking about 
the ham sandwich you would have, 
provided you were allowed to eat the 
ham. 

The defect of the profits-before-taxes 
figures, from the standpoint of the cor- 
porate manager, is that they are U. S. 
Treasury figures, which means that 
some expenses he regards as legitimate 
have not been deducted from them. 
Many corporations have set up special 
reserves that are not tax-deductible. 
Most of the reserves are for postwar 
contingencies—for adverse  circum- 
stances that cannot be predicted now. 
The rest are for deferred maintenance. 
Although accountants and managers do 
not unanimously agree that reasonable 
reserves for contingencies Mould be 
tax-free, they argue that rehabilitation 
reserves should be, on the grounds that 
profits before taxes have been over- 
stated to precisely the extent that main- 
tenance has lagged. The Treasury was 
inclined to favor such pleas, but in 1942 
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Congress turned them down and a 
lowed tax refunds that in the long nm 
may bring companies even more. 
Tax-free or not, reserves are cus. 
tomarily added to expenses befor 
computing profits. This bookkeeping 
practice does not help corporations 
financial position, since the same taxes 
are paid in either case, but it does have 
important psychological advantages. It 
constantly reminds the manager that 
money may have to be spent for a 
specific purpose; and by reducing the 
profit figure theoretically reduces the 
disposition of the stockholder to expect 
dividends and the disposition of labor 
to ask for more wages. Actually, the 
practice has provided labor unions with 
a great cause. They have dug up the 
most extreme examples of extraordin- 
ary reserves, and apparently look upon 
reserves as devices to hide true profits. 
This attitude is perhaps not softened 
by the fact that “sound” accounting 
precepts tend to make management 
overestimate the need for reserves. 
Despite high material and manpower 


costs, despite renegotiation, despite ex- 


traordinary depreciation allowances, 
profits before federal taxes are high. 
But taxes are very high too. In 1941 
they were some $7 billion, and since 
then they have varied between $123 
billion and $15.8 billion. In four years 
corporations contributed $50.6 billion 
to the U. S. Treasury. On the average, 
it might be said that taxes and renego- 
tiation have done a good job in taking 
excess profit out of war. For in 1929 
net profit after taxes was $7.9 billion; 
and in 1941-44, on average revenues 
three-quarters larger, profits were be- 
tween $7.3 billion and $10.1 billion. 
Corporations, however, were very 
circumspect with dividends. They 
divided less than half their profits be- 
fore reserves (the railroads paid out 
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less than 25 per cent). Whereas divi- 
dends of $5.8 billion were paid in 1929, 
less than $4.4 billion was paid in each 
of the past five years. This conserva- 
tive policy left corporations with the 
biggest retained earnings in history— 
a total of more than $18 billion for the 
years 1940-44. On the income state- 
ments of many companies, to be sure, 
these profits were not carried over into 
surplus. Of the $18 billion, roughly 
$3 billion was designated as special 
non-tax-deductible reserves, and shown 
as expenses before profits. 

Add these $18 billion to depreciation 
charges of $23 billion, and you have 
$41 billion in cash that corporations 
have in effect put aside over and above 
their ordinary expenses and payments. 
Normally, this would be largely ab- 
sorbed by capital expenditures and 
charges, and in 1940-44 corporations 
did spend $26 billion on plant and 
equipment and retired $1 billion in 
Nevertheless, to 


long-term debt. 
achieve their current volume, they did 
not spend what they would have spent 


in peacetime. Since 1941 the govern- 
ment has not only put some $15 billion 
into plant (about half of which it oper- 
ated) but has provided working capital 
by direct advances, by payments on war 
work in progress, by guaranteeing V 
loans (for war production) and VT 
loans (to tide over contract termina- 
tion). Its most important contributions 
to business assets was in the form of 
tax money. Because a company’s fed- 
eral taxes are due quarterly in the year 
after they are incurred, the company 
has the use of the money—$15.3 billion 
last year—until the quarterly payments 
are due. Taking everything together, 
nearly half the wartime expansion in 
business assets was financed by the 
government. 

All this, furthermore, takes no ac- 
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count of the fact that the corporate 
manager had a chance to improve his 
company by spending profits before he 
earned them. When taxes are high, 
the natural reaction is to spend money 
instead of saving it for Mr. Morgen- 
thau. 

According to sample figures, U. S. 
industry spent more than twice as 
much on maintenance in 1943 as it did 
in 1939. But there is no way of telling 
how much it should have spent, or 
whether it spent enough in 1939. What 
probably happened in the war years 
was that some industrial undermainten- 
ance was accompanied by instances of 
what might be called overmaintenance. 

As everybody knows, there are other 
ways of spending corporate money. 
Many a company has increased its 
research, advertising or house-organ 
appropriation, inaugurated a pension 
plan, or increased salaries and bonuses. 
Many an official is enjoying a bigger 
expense account than he ever had be- 
fore, and common is the belief that 
night clubs and fancier restaurants are 
cleaning up on expense-account busi- 
ness. But stories about such expendi- 
tures have doubtless been exaggerated 
in the telling. 

Nobody denies that there have been 
deliberate offenders. The evidence sug- 
gests that many are in the ranks of the 
smaller companies of the kind that 
nearly every politician in Washington 
is so ardently championing. Most are 
exempt from renegotiation, and the 
others are probably handled more leni- 
ently by renegotiation boards than big 
companies are. The graduated tax 
favors them. They have more oppor- 
tunities than big companies to keep 
income out of the hands of the tax 
collector. 

Obviously, many wartime expendi- 
tures are merely habit-forming. In- 
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dustry’s true interests lie in avoiding 
such expenditures. It may sometimes 
have spent gratuitously, but as a whole 
industry doubtless exercised enough 
prudence to see where its true interests 
lay. 

So much for how the corporation 
spent its revenues and put away its 
profits. What has this done to the cor- 
porate balance sheet? While total 
assets (and liabilities) have risen enor- 
mously, long-term assets have remained 
almost stationary. In other words, 
companies depreciated their property 
account nearly as much as they added 
to it. The $41 billion they put aside, 
to oversimplify, has gone into current 
assets, which have nearly doubled in 
five years. Securities and Exchange 
Commission figures show that from 
1939 to 1944, current assets rose from 
$54.6 billion to $97.9 billion, current 
liabilities from $30 billion to $52.8 bil- 
lion. The spread between the two, the 
so-called working capital, thus rose 
from $24.6 billion to $45.1. billion. 
Most of the increase in current assets 
was in cash or U. S. Government 
securities, and most of the increase in 
current liabilities was in federal taxes 
due. U. S. Government securities alone 
amount to more than tax liabilities. 

The controversy about whether com- 
panies are in bad or good shape re- 


volves essentially around inventory, the 
biggest single asset of the average firm, 
If an inventory is easily convertible to 
cash at book prices, the company own- 
ing it is in good shape with even a very 
low current ratio. Producers like dye- 
stuff makers or mining companies, 
which are war suppliers but have not 
direct war contracts, must take their 
chances on having too much on hand 
if contracts are suddenly canceled. But 
companies in war work are guaranteed 
the cost of a reasonable inventory, and 
their problems would be largely solved 
if they were sure of getting their 
money soon after contract termination. 
Nearly a third of the 8,000 contraets 
terminated so far have required six 
months to settle, but the services seem 
determined to expedite the process. 
Many companies wholly in war work 
may find it hard to get along as well as 
they’d like, and other companies may 
be more prosperous than they ever 
dreamed of being. About such cases 
no one .can talk in terms of averages. 
But to talk validly about U. S. business 
as a whole it is necessary to talk m 
terms of an average. Is the average 
sufficiently typical of most corporations 
to use it? The answer seems, yes. The 
U. S. corporation is probably in better 
shape than it has been in years, if not 
decades. Fortune, April, 1945, p. 1148 


Canadian Firm Cuts Labor Costs 20 Per Cent 


NCREASED efficiency of labor has made possible the substitution of a 40-hour 

week for the 48-hour week in the factories and offices of Lever Brothers of 
Canada. In an experiment in a Toronto plant of the company, measures sug- 
gested by the labor-management committee resulted in an increased output per 
man-hour which reduced labor costs 20 per cent during the six-month trial 
period. This made it possible to reduce hours to 40 per week, with no loss in 
production. The National War Labor Board approved the “shorter hours” plan, 
authorizing incentive pay at the rate of 20 per cent above the basic hourly rate. 
Weekly earnings therefore remained what they had been under the longer work- 
week. The decision of the Board is subject to review at the end of the first 
six months of 1945, during which time the increased worker productivity must 
be maintained. In this program, employers and employees recognized as of 
mutual interest the need for reducing hours of labor without raising production 
at —Monthly Labor Review 4/45 
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Insurance 


Governmental Regulation of Insurance 


mental regulation of insurance 

must start with a consideration 
of the results of the decisions of the 
Supreme Court in the South-Eastern 
Underwriters and the Polish National 
Alliance cases. The one clear-cut and 
probably permanent result is that, un- 
der our system of law, insurance is now 
subject to federal regulation because it 
is interstate commerce or affects inter- 
state commerce. The justices agreed 


A NY current discussion of govern- 


fully on that point ; they disagreed only 
on whether the 50-year-old Sherman 
Act should be held to apply to insur- 
ance. 

These decisions shocked a consider- 
able group of insurance men, though 
students of the law had prophesied 


that the Court would declare insurance 
to be interstate commerce if a federal 
question were squarely presented. 
There was immediate scurrying to un- 
do the harm, accompanied by fervor 
for preserving state regulation, which 
overnight acquired tremendous virtue. 
The first practical step was the intro- 
duction of the Bailey-Van Nuys bill 
into Congress, a series of hearings on 
this and the similar House bill, and 
passage of the House bill. The Senate 
failed to pass any bill. 

The activities of the backers of these 
bills having proved abortive, a com- 
mittee of the National Association of 
Insurance Commissioners attacked the 
problem and, with the help of repre- 
sentatives of all branches of the in- 
surance business, produced a states- 
manlike bill. This bill was recom- 
mended to Congress and was in 
considerable part the basis of Public 
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Law 15—79th Congress. This law 
subjects insurance to regulation and 
taxation by the several states, insofar 
as it is within the power of Congress 
to do so, with one outstanding excep- 
tion, that the Sherman Act is still 
applicable to “any agreement to boy- 
cott, coerce or intimidate, or act of 
boycott, coercion or intimidation.” 

Three acts of Congress, the Sherman 
Act, the Clayton Act and the Federal 
Trade Commission Act will be ap- 
plicable to the business of insurance 
after January 1, 1948, to the extent 
that it is not regulated by state law. 
These acts and the Robinson-Patman 
Anti-discrimination Act are declared to 
be inapplicable until that date, after 
which this last act may also become 
applicable regardless of state laws. 

It seems rather in order to consider 
what principles should guide the 
formulation and administration of gov- 
ernmental regulation of insurance, 
whether state or federal, and by impli- 
cation to suggest what sort of state 
regulation might well be accepted by 
Congress as satisfactory. The states 
have an opportunity and a mandate to 
overhaul their regulative law and 
machinery in the interest of fairness, 
efficiency and uniformity. If they fail, 
they face the prospect of appeals to the 
federal courts and to Congress which 
may not go unanswered. The surest 
road to failure lies through attempts 
to give undue advantage to their own 
citizens and corporations and lack of 
will to face and act on the acute ques- 
tions which are now presented. 

At best, there will be a great num- 
ber of disputes, many of which will 
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find their way to the courts. Suitors 
will seek to determine relative state 
and federal jurisdictions, to seek relief 
from alleged discrimination against in- 
terstate commerce, and, if the mora- 
torium is not extended, to apply the 
Sherman Act and other federal laws 
to areas not covered by state regula- 
tion. Witness cases that have already 
been heard: an Arizona insurance cor- 
poration seeking to do business in Cali- 
fornia without conforming to the rules 
of that state; a foreign insurance com- 
pany successfully attacking the resi- 
dent-agent law of Idaho; insurance 
companies refusing to pay discrimina- 
tory state taxes; the Georgia railroad 
case, which may serve as a precedent 
for similar insurance suits. 

Solvency is properly the first aim of 
regulation. Statutory standards of in- 
vestment and financial condition, and 
administrative examinations, have be- 
come reasonably uniform and effective. 
-Prompt and economical liquidation and 
rehabilitation have conserved the prop- 
erty of many insolvent or tottering in- 
stitutions in the interest of policy- 
holders, creditors and owners. 

Current discussion is largely con- 
cerned with regulation of rates and 
rate-making—the South-Eastern Un- 
derwriters case had to do largely with 
the right of carriers to make and en- 
force rates in concert. If the Sherman 
Act is to be applied to insurance, it 
will mean the end of cooperative rate- 
making. Since such rate-making is 
generally regarded as essential in most 
lines of insurance, efforts are being 
made to secure the enactment of laws 
which will be agreeable to Congress 
and ‘which will prevent the discrimina- 
tory practices now made possible by 
variations between the laws of the 
various states. 

It seems evident that, if the three 
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federal laws are not to apply to rates 
and rate-making after January 1, 194 
the states will have to enact effective 
regulatory legislation. Using this field 
of regulation as an example, it is 
particularly appropriate at this time to 
ask what principles should guide lay- 
makers and state officials in framing 
legislation, in appointing administra. 
tors, and in administering the laws. 
The prime purpose of all rate (or 
other) regulation is protection of the 
buyer of insurance and, through him, 
of the general public who pay his costs, 
Hence the generally accepted formula 
that rates shall be adequate, reasonable 
and not unfairly discriminatory. They 
should be adequate, so that a well- 
managed insurer may have’ sufficient 
income to furnish sound insurance, to 
meet its obligations to policyholders 
and others. They should be reason- 
able, so that insurers may collect no 
more than is necessary to meet these 
obligations and develop insurance pro- 
tection and service in the interest of 
policyholders. And I would change the 
third term of the formula and say that 
rates should discriminate fairly between 
risks and between carriers. 

The statute should concern itself 
primarily with principles—the formula 
just recited is basic. It should give the 
commissioner power to require the use 
of sound, uniform and revealing sta- 
tistical plans for the accumulation of 
experience. He should have access to 
every step of the rate-making process. 
Proposed rates and pertinent experi- 
ence should be filed with him for ap- 
proval or disapproval, approval being 
assumed after a stated period without 
official action. He should have authority 
to order revision of rates on his own 
initiation or on petition of any party 
in interest. He should be required to 
file a detailed statement of his reasons 
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for disapproval or revision. He should 
have power to enforce observance of 
rates. Right of appeal to the courts 
should be preserved. 

“The statutes which the tribunal 
{commissioner] administers should be 
well, simply and carefully framed, but 
the personnel which does the adminis- 
tering is more important than the 
wording of the statute. Good men can 
produce better results with a poor law 
than poor men can produce with a good 
law.” That statement is quoted from 
the “credo” of Joseph B. Eastman, late 
Chairman of the Interstate Commerce 
Commission. It is quite as applicable 
to insurance as to transportation. 

One of the dangers of regulation by 
the state, as well as by company 
bureaus, is that of rigidity. Just as 
laws once enacted are difficult to revise, 
so methods and _ regulations once 
adopted and working are hard to 
change. Note the slow progress of the 
personal property floater, a cover which 
is now accepted as permissible in 
practically all states. With progress in 
broadening the liability contract, an 
endorsement required by law in one 
state had the effect of restricting the 
coverage although originally it had 
liberalized it. 

Laws should provide for flexibility 
of administration, and insurance de- 
partments should adopt a flexible atti- 
tude. They should be uncompromising 
on questions of solvency and equity, 
but inflexibility elsewhere may well 
stand in the way of improvements for 
the public benefit. Uniformity simpli- 
fies administration, but it may strangle 
initiative. _ 

Insurance is still enclosed in legal 
compartments ; illogical and impractical 
divisions of coverage between casualty 
and fire-and-marine carriers are en- 
forced; a new form of insurance has 
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to run the gauntlet of legislative and 
departmental approval. The encroach- 
ment of inland marine insurance on 
other lines led to a division of the field 
that suggests the spheres of influence 
of imperialistic governments. Some of 
the results are amazing. You may in- 
sure the contents of frozen-food lockers 
under an inland-marine form in some 
states ; in other states this is iorbidden. 
In states which haye adopted the 
“nation-wide definition,” a prefabri- 
cated house may be so covered if sold 
on the installment plan, but only until 
the interest of the seller ceases—after 
that the owner is denied inland-marine 
coverage. Historic residences on the 
premises of an insured may not be 
covered under a fine-arts floater, but 
stained glass in such residences may be 
covered if it has “the quality of fine 
arts.” A nice question in insurance 
esthetics ! 


I have long believed that insurers 


should be authorized to write any form 
of insurance other than life that is not 
contrary to public policy, and that 
“all-risk” policies should be available 


for all kinds of property. And I be- 
lieve that we are now on the road to 
accomplishing those ends. Possibly 
restriction of powers of carriers will be 
considered to be undue interference 
with interstate commerce. 

Returning to the subject of rates, 
there is equal opportunity here for 
recognizing the need of flexibility to 
meet varying situations. Rates should 
have only one criterion—accurate 
measurement of probable or experi- 
enced losses and reasonable expenses, 
with a margin for contingencies and 
profit. To the extent that statistics and 
mathematics may be used in the process 
of measurement they should be used, 
but some rates must be made by judg- 
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ment, and there will be an element of 
judgment underlying all rates. 

It is frequently argued that rates 
should be considered in the light of 
their effect on the insured, that, for 
example, rates should not be pitched 
above a certain level because classes of 
persons or businesses will not be able 
to pay them. Such arguments are not 
pertinent. There is no reason why 
other insureds should be charged ex- 
cessive rates in order to subsidize their 
less fortunate brethren. 

There is a feeling that variation of 
rates by size of risk or between carriers 
is unfairly discriminatory. As a fact, 
treating everyone alike may be the 
rankest of unfairness. To the extent 
that variations in loss rates and in 
necessary expenses can be demon- 
strated, there is a proper basis for dis- 
crimination. 

The newest field of regulation is 
competence. The states have advanced 
from the time when licensing of agents 
and brokers was merely a means of 


applicants for licenses fail to pass the 
relatively simple examinations now s¢ 
shows to what an extent unworthy§ 
applicants were acceptable in the past 
Public and independent adjusters and 
insurance counselors are also being re. 
quired to show some evidence of com- 
petence. This movement may fh 
expected to grow—and it is particularly 
desirable, since regulation at this point 
affects insurance where it touches the 
policyholder most intimately. 

In the field of contracts there isa 
tendency for regulation to add to its 
negative function of preventing un- 
fairness the positive one of seeing that 
the policyholder gets advantages that 
he should have. If this tendency con- 
tinues, and carriers are encouraged to 
experiment in the broadening of cover- 
age and the liberalization of conditions, 
insurance will be able more completely 
and economically to fulfil its functions. 

From an address by Ralph H. 
Blanchard before The Fire and Casu- 
alty Insurance Conference at The Ohio 
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Problems in Aviation Insurance 


ee past year has presented many problems to aviation underwriters which 
will be solved only with the development and progress of aviation generally. 
The various air conferences which have been held emphasize the difficulties, both 
domestic and international, that confront this newer means of transportation which 
has developed so rapidly in a destructive capacity but which now must be geared 
to civil life in a more constructive way. 

Insurers are now being asked for coverage on military aircraft which have been 
converted or perhaps reconverted to commercial transport purposes. Such air- 
craft have usually been acquired at prices much below the original values. When 
it is remembered that the high cost of repairs and replacements in the event of 
partial damage may in some cases amount to the total insured value of the aircraft, 
it will be seen that the insurance of these converted planes calls for careful 
underwriting. 

Another problem which confronts underwriters is the necessity of reeducating 
service pilots who have been engaged for years in taking risks and whose regard 
for safety has perforce been secondary. In commercial flying, particularly trans- 
portation of the public, safety is of course the primary factor, and the qualities of 
daring and defiance required in combat will have to be subordinated to those of 
caution and good judgment. 

With the emphasis on civilian rather than military flying, there will be an 
increased demand for the protection afforded by insurance, without which few 
operators would care to risk their equipment or assume liability for possible 
injury or damage resulting from use of such equipment. 

: —The Chronicle 4/13/45 
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Automobile Coverage for Disabled Drivers 


surers cannot decline to write 

automobile coverage on disabled 
veterans; and because the issue in- 
volves so much sentiment, it will be- 
come increasingly difficult to decline to 
underwrite impaired civilians as well. 
These were conclusions reached at the 
casualty underwriting conference of 
the National Association of Mutual 
Insurance Companies at Chicago. F. 
E. Weir, Farm Bureau Mutual Auto- 
mobile, Columbus, formally addressed 
the group on the subject. The dis- 
cussion which followed indicated that 
companies are deeply concerned about 
underwriting disabled persons and 
many of them already have had enough 
experience with the matter to appre- 
ciate that it is fraught with public re- 
lations dynamite. 

Several methods of treating disabled 
drivers have been employed by under- 
writers, it was disclosed. One under- 
writer said that his company does not 
intend to make a surcharge. Another 
insurer is applying an extra rate. The 
extra rate is not resented ; on the con- 
trary, the drivers are extremely glad to 
obtain coverage. The company pays 
a reduced commission on such busi- 
ness, and agents like the plan because 
it provides facilities which would not 
otherwise be available. In addition 
the rating up challenges the impaired 
driver to operate as safely as possible. 
The important thing, the underwriters 
observed, is to provide disabled per- 
sons with insurance. A considerable 
number of these drivers are not being 
insured, and this holds the threat of 
compulsory automobile legislation. 

R. C. Mead, of State Farm Mutual 
Automobile, Bloomington, Ill., urged 
companies to sign the resolution of the 
National Association of Insurance 


Press opinion is such that in- 
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Commissioners. Under this the insurer 
adopts “the underwriting principle that 
automobile liability insurance (should) 
be made available to physically handi- 
capped individuals on the same basis 
as such insurance is provided for the 
public generally, where evidence is 
available that such handicapped persons 
can operate an automobile safely, in 
order that such insurance may be ob- 
tained without reference to the as- 
signed risk plan on the sole ground of 
physical disability. ...” The resolution 
also provides that commissioners co- 
operate with the insurance industry, 
state motor vehicle supervisors, and 
rehabilitation authorities in the devel- 
opment of standards of operation and 
equipment which will enable physically 
handicapped persons to operate motor 
vehicles safely. 

This year a bill was introduced in 
the Pennsylvania legislature prohibit- 
ing discrimination against the phys- 
ically handicapped who apply for 
motor vehicle liability insurance, Mr. 
Weir said. The bill has not yet been 
passed, but it indicates what the auto- 
mobile insurers may expect. 

Extension of the assigned risk plan 
to cover all drivers in a state unable to 
procure automobile insurance in the 
regular manner, and not merely those 
who have failed to meet the require- 
ments of a financial responsibility law, 
will not cover disabled servicemen sat- 
isfactorily, Mr. Mead said. Certain 
disabilities are excluded, and applica- 
tion of the surcharge under the as- 
signed risk plan will evoke an 
unfavorable public reaction. Disabled 
servicemen can hardly be separated 
from civilian disabled because in the 
public mind there is little difference be- 
tween a man injured on the battlefront 
and one injured in a war industry. The 
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commissioners’ resolution, it is hoped, 
will take care of the situation until ex- 
perience can be developed to show that 
the disabled are satisfactory risks or 
until a better system can be evolved: It 
was pointed out that when a risk can- 
not qualify under the commissioners’ 
resolution, it goes through the assigned 
risk plan. 

As an underwriting matter, it was 
asked, how are companies going to 
handle disabled drivers? State Farm 
indicated that it had prepared a sup- 
plemental information form to elicit 
information on the extent of dis- 
abilities, mental and physical, and pro- 
viding for a word picture from the 
agent. This includes an outline of the 
figure of a man on which the disability 
can be located. It provides also for 
information on artificial contrivances 
used by the disabled person and on the 
mechanical devices he may require on 
his car. This form, plus a regular 
credit rating, gives the company suffi- 
cient information to underwrite the 
business intelligently. . 

Some states limit licenses of drivers 
with physical disabilities, ruling that 
they may not drive unless glasses are 
worn or the car is equipped with cer- 
tain mechanical devices. The sugges- 
tion was made that insurance policies 
conform to these license provisions. 

Impaired civilians must be included 
in any consideration of the problem of 
underwriting impaired servicemen, Mr. 
Weir asserted. In 1938, five states 
reported 20,000 occupational accidents 
causing permanent disabilities to eyes, 


arms, hands or feet, he said. The fig. 
ure probably was close to 30,000 lay 
year because of the increased tempo ¢ 
war production. There are also mor 
physically impaired people driving cay 
now than before the war, he pointed 
out. In one southern state 469 phys. 
ically handicapped drivers were in. 
volved in accidents in 1940, 473 in 
1941, and 754 in 1942. It was- found 
that the percentage of fatal accidents 
by physically impaired persons was 
four times that of the group studied 
as a whole. 


An upturn in accident frequency 
after the war is certain, E. R. War. 
moth, underwriting manager of State 
Farm Mutual Auto, said in discussing 
this subject, and rate increases will not 
be a cure-all. It is important that com- 
panies weed out those who become 
unsatisfactory risks, yet at the same 
time be extremely sympathetic to the 
producers’ position in the matter. 


Claim repeaters divide themselves 
roughly into five classes, he said. 
These are the careless person, the hard- 
luck driver, the money-back driver, the 
under-pressure motor vehicle operator, 
and the over-age driver. 


On the basis of experience, State 
Farm has found it can expect public 
liability loss once in 66.6 years, a 
property damage loss once in 13J 
years, a comprehensive coverage loss 
once in 7.2 years, and a collision loss 
once in 3.4 years. 


The National Underwriter, April, 
1945, p. 17:2. 





The lover of liberty, we must ever remember, was not born in an automobile, 
lullabied with radio, nourished with quick-frozen food, raised in central-heated 
houses, clothed in synthetic fabrics, entertained by movies, or educated in paiatial 


structures of granite and marble. 


He was born in a dungeon—in the fetters of 


tyranny. The timeworn historical cycle has been from fetters to faith; from 
faith to freedom; from freedom to folly; from folly to fear; then from fear back 


again to fetters once more. 


We in twentieth-century America are now about mid- 


way in the process. Let it not be written of us that having eyes we saw not, 
having ears, we heard not the plainly written warnings of the past. 


—H. W. Prentis, Jr. 
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Providing for Unemployed Workers 

- inthe Transition. By Richard A. 
Lester. McGraw-Hill Book Com- 
pany, Inc., New York, 1945. 152 
pages. $1.50. 


Reviewed by William Haber* 


The research studies of the Com- 
mittee for Economic Development have 
already made a genuine contribution to 
our understanding of the problems to 
be faced during the period of demobili- 
zation from war and transition to 
peace. The present report by Richard 
A. Lester maintains the high standards 
of the earlier studies. 

Dr. Lester’s study is concerned with 
the human problems of the transition 
period; with the probable extent and 
duration of unemployment; with the 
prevailing measures designed to deal 
with wage losses due to layoffs; and 
with the methods of strengthening the 
provisions for unemployment compen- 
sation, relief, public works and retrain- 
ing. 

Dr. Lester had drawn up a realistic, 
feasible and consistent program for 
providing for workers during the tran- 


. Sition. He has clearly delineated his 


field so as to preclude discussion of 
wage and price control, tax revision, 
and similar policies which will, in large 
part, determine whether or not we can 
have reasonably full employment after 
the war. Nevertheless, his proposals 
are based on a full awareness that 
adequate provision for the unemployed 
is not a substitute for action in other 
fields designed to ensure full employ- 


* Office of War Mobili#ation and Reconversion. 
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ment and that an adequate program for 
assisting unemployed workers can have 
a very beneficial effect on consumer 
expenditures, production and employ- 
ment. 

His proposed program can be sum- 
marized as follows: 

(1) Unemployment com- 
pensation, with wider coverage and less 
restrictive benefit rights, is the key 
program for dealing with short-time 
unemployment. A federal guaranty 
fund, rather than outright federaliza- 
tion of the state unemployment com- 
pensation systems, is proposed as a 
means of extending benefit rights and 
ensuring that the state reserve funds 
are not sterilized. 

(2) Direct relief, financed by 
matched grants and patterned after 
programs for public assistance now in 
effect under the Social Security Act, is 
proposed as a _ residual program. 
Avoidance of work relief, except in 
case of a severe and extended depres- 
sion, is recommended. 

(3) Limited provisions for dis- 
missal compensation and return travel 
expenses, work on maintenance and 
developmental projects during the 
changeover period, and specific ad- 
vance job offers by employers are 
recommended. Adoption of a standard 
workweek below prewar levels is not 
favored. 

(4) Advance planning for an exten- 
sive shelf of small public work projects 
is suggested. Successive levels of un- 
dertakings of greater scope are sug- 
gested as appropriate for unemploy- 
ment levels of increasing magnitude. 
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(5) A training and educational pro- 
gram financed by matched grants, ad- 
ministered by states and localities, and 
designed primarily for persons experi- 
encing “reconversion” and “frictional” 
unemployment is proposed. 

This summary does not do justice to 
the compact and lucid manner in which 
Dr. Lester states reasonable upper and 
lower limits of transition unemploy- 
ment, anticipated timing of unemploy- 
ment, and the pros and cons of 
alternative means of meeting transition 
unemployment. The book is filled with 
facts and observations that strike at the 
heart of problems that can be reasonably 
anticipated in formulating a sensible 
program. With yespect to training 
programs: “It would be a mistake to 
raise false hopes by giving large num- 
bers of unemployed training in lines 
for which there are already an adequate 
number of trained persons or for which 
little vocational school training is 
needed.” With respect to “reconver- 
sion” unemployment: “In popular dis- 
cussion, the importance of the un- 
employment caused purely by the 
reconversion of industrial plants has 
been greatly exaggerated. Although of 
considerable significance in a few in- 
dustries, such as the automotive in- 
dustries, ‘reconversion’ unemployment 
will probably total less than half a 
million man-years, that is, less than the 
unemployment during 1943.” 

In a field as extensive and contro- 
versial as that covered by this small 
book, there are bound to be some 


WHO WRITES WHAT?: 1945 Edition. 
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aspects of the problem that are lighth 
treated and some conclusions 
which one can readily disagree. This 
reviewer, for example, wondered why 
the role of the Employment Servi 
and the steps necessary to strengthen 
it for the important job of aiding 
the reemployment and retraining” 
war workers and veterans were 
given more space. Similarly, one¢ 
take issue with Dr. Lester’s conclusi 
concerning unemployment com 
tion. In the opinion of the revi 
for example, the provision of a guar 
anty fund to protect the state reserves 
against insolvency may be a necess@ 
device because more comprehensive 
methods are not possible of enactment 
at this time. In the long run (which 
may be sooner than many of us think), 
however, the most effective solution fa 
the deficiencies of the present uneit 
ployment compensation system, whith 
Dr. Lester outlines most clearly,.i 
likely to be found in the establishment 
of a single national reserve and national 
minimum-benefit standards. 2 
I am sure that, in regard to unem 
ployment compensation, Dr. Lester has 
constructed a program which, in his 
judgment, can be adopted rather thas 
one which he feels would be most de 
sirable. Such an approach is certaifilj 
justified, but the danger is that hea 
have underestimated the potential @& 
plosiveness of the transition period al 
the boldness of the action that may® 
necessary if we encounter any defia- 
tionary downward spiral. eA 
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